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SOME AMERICAN REALISTS 
(THEIR COMMENTS ON THE FAR EASTERN SITUATION) © 


I. The Full Perspective of Chinese Communism. 
By E. Stuart Kirby 


Amidst a great deal of confusion and 
anxiety in foreign minds, concerning 
the general problems of the Far East, 
it is refreshing to encounter instances 
of clear and farsighted thinking abrodd. 
It is especially encouraging when such 
a contribution comes from America, 
since a great deal now depends on the 
maintenance of a clear and level-head- 
ed policy on the part of the United 
States. 

One of the best recent contributions 
to international discussion is “Next 
Step in Asia,” published late in 1949 
by the Harvard University Press for 
the Institute of Pacific: Relations. It 
contains four short essays on various 
aspects of the Far Eastern position by 


four different American authors, pre- 


senting a remarkably frank, concise 
and judicious appraisal of the situation. 
These contributions are based on papers 
given at a Harvard Summer School last 
year; but they are neither “dated” nor 
“academic,” and it is well worth devot- 
ing some space (in this and three suc- 


ceeding issues of the FAR EASTERN > 


ECONOMIC REVIEW) to summarising 
this work and giving some further 
discussion of its conclusions. 

The first section, reviewed in the 
present article, is by Professor John K. 
Fairbank, a historian with a sound 
knowledge of China. He is concerned 
to put the present Revolution in its 
real perspective. He begins appropri- 
ately by pointing out that the American 
people, who had generally no great 
opportunity for knowing much about 
China, were so little affected by Com~ 
munism themselves that they supposed 


it would not appeal to any important 


proportion of the Chinese. They look 
unmitigatedly 
bad, and as offering no room for com- 
promise. American government policy 
— for example, in the Wedemeyer 
Report — was affected by wider views, 
recognising that Reform was the only 
way to forestall Communism. Never- 
theless it allowed itself, on the practical 
plane, to fall into a “disastrous duality,” 
supporting the Chiang Kai-shek group 
“who felt they did not have to reform 
because they were getting our aid.” By 
last summer, experience had taught all 
Americans that reform was a necessary 
precondition—even General Chennault 
(in “Life,” July 11th 1949) clearly de- 
manded it, and suggested that no resis- 
tance movement could succeed unless 
it was “progressive and enlightened.” 
This realisation came far too late. It 
was time to conclude that the military 


and political victory was already secur- 
ed by the Communists. 

Prof. Fairbank stresses two further 
propositions as indispensable for any 
accurate or effective American assess- 
ment. One is that the Chinese Com- 
munist léaders are genuine Communists 
intending to apply Russian methods 
not just agrarian reformers; and the 
other that the new regime is, from the 


- point of view of the Chinese people, 


the best Government China has had in 
recent times (which statement, he 
stresses, need imply only a very rela- 
tive excellence). To the degree that 
these propositions are accepted, they 
undermine the complacency of those 
who have believed either that “it isn’t 
real Communism in China” and will 
soon turn to Titoism, or that “it isn’t 
a good thing for the masses,” who will 
turn against it. 
the fact that something which is against 
their own most fundamental instincts 


and preferences has been gaining the 


support of the Chinese masses. 
* 


Historian Fairbank prefers to view 


the Communist regime as in effect a 


“New Dynasty.” He sees that China’s 
political standards cannot be expected 
to rise much above the Chinese standard 
of living in general; levels of politica! 
development are held down by the low 
level of economic life. One cannot 
expect much liberty or enlightenment 
while stark poverty prevails; such 
poverty has long been an institution in 
China, and despotism, which thrives on 
poverty, is a. corollary. Communism, 
like practically all the dynasties in 
preceding Chinese history, came _ to 
power by a peasant rebellion, directed 
against the economic domination of the 
towns and cities. Like preceding 
dynasties, it “won the hearts of the 
people” (teh jen hsin) in the country- 
side. Once established, it is able to 
preserve itself so long as its adminis- 
tration and tax policy is better than 
that of its predecessors or its rivals; 
only when it ceases to be the better 


alternative, will it lose the “Mandate 


of Heaven,” and possibly give place to 
a fresh popular rebellion. From _ the 
point of view of an .American, the 
degree of democracy now being realised 
in China may not be anything amazing, 
but it is strong in contrast to the des- 
pair and degradation that went before 
it. It appeals to the idealism of the 
literati; and Chiang Kai Shek’s pre- 
scription (notably the “National De- 


Americans must face. 


No. 4 
‘el 


fence” viewpoint expressed’ in “Chinese 
Economic 


Theory,” proposing © ‘local 
soldier-farmer ‘units suchas: existed 
many centuries ago) could never com- 
pete with this relatively progressive 
movement. 
The Communist “overturn” is how- 
ever a “chain-reaction” gaining ever 
new strength, because it leads a move- 
ment for the smashing of: the Jandlord- 
gentry class. In this movement the 


Communist Party “uses the nation and 


the leader as foci of loyalty, instead of 
the family and the Emperor.” The 
emancipation of women and the educa- 
tion of the peasantry are also among 
its main objectives, and give it further 
impetus; both of these are at last “put 
on a paying SYasis,” because progress in 
those directions will mean _ increased 
productivity. It is noteworthy that the 
ground was largely- prepared for all 
this not only by the Nationalist Revolu- 
tion and its Three Principles of the 
People, but also to some extent by the 
efforts of American missionaries; who 
have laboured long, and even fanatical- 
ly, for reforms in just the same direc- 
tions. And the average American, back 
home, has after all nothing but sym- 
pathy for the effort to achieve in China 
“the degree of literacy which the Unit- 
ed States had a century ago, the social 
status for women which American 
women have had for a generation, the 
amount-of public health and medical 
service which we had, say, in 1880, 
(and) a standard of production which 
most Americans would still think too 
low for survival.” 


What is chiefly strange, to the aver- 
age American, is that Communism 
should be taken by the Chinese as a 
likely way to achieve these things. But 
(Prof. Fairbank points out) Commun- 
ism neatly takes over the function of 
“Regulating Society,’ of personal ad- 
ministration and supervision by the 
paternal ruler, which was in principle 
that of the old Emperors, and was easily 
transferred in later times to a Sun, a 
Chiang or a Mao. Sun groped for a 
wider justification, in internationalist 
socialism and Christianity; Chiang turn- 
ed back to feudal thought; now Mao 
seeks a backing of universal validity in 
Marxism. Marxism replaces Confucian- 
ism. Unless the Russians are so foolish 
as to force it further on China, Marxism 
is free of the odour of “foreign superi- 
ority’’ carried by Christianity, Anglo- 
Saxon Liberalism, and other imported 
doctrines; indeed the way in which 
Marxism admits all those who are ready | 
to conform to_it closely resembles the 
basic Confucian view, since under the 
old Confucianism “any barbarian could 
become Chinese by acting Chinese.” 
The Communists have also been able to 
— on national-patriotic feeling, 


. 
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while American support of Chiang 
enabled this sentiment to be focussed 
against the United States. 

The course of wisdom for the United 
States, in Prof. Fairbank’s view, is to 
deny the necessity or inevitability of a 
clash (or world war) between the two 
systems—on which extremists of both 
right and left are so insistent—and to 
show that there is a constructive middle 
course. That course is the one of un- 

selfish aid to economic and _ social 
development, carried on in such practi- 
cal fashion as to demonstrate, by deed 
and not by word, that the American 
way (democracy, free enterprise, capi- 
talist technology ) is the better and the 
more likely to give the desired results. 
A really wide programme of aid and 
technical training would create a new 
sense of partnership between Americans 
and Asians, in which it is recognised 
that political leadership should be with 
the latter in their own countries, though 
the former are the teachers in practical 
matters. Meanwhile, all discriminatory 
or retaliatory policies against Com- 
munist China must be avoided, as these 
would serve only to thrust China into 
the arms of Russia. But that is only 
an interim “holding” policy; a positive 
appeal must be developed without de- 
lay on the lines of the practical aid 
programme defined above. In the last 
analysis, it is necessary to revive the 
spirit, as well as the democratic ideals, 
of the. original American Revolution. 


* 


‘Sister moves very swiftly, these 
days. The first comment that has to be 
made on the above thesis is that such 
a programme of aid cannot be hastily 
improvised, and would take some time 
to apply; meanwhile, events may con- 
tinue to rush by, and the plans be out 
of date before they are well laid. The 
long-term wisdom of such plans is 
undeniable; but more immediately — 
since it is not a question of China alone 
but involves a blatant expansion of 
Russian armed power—some “holding 
action” is as necessary, from the 
American and European point of view, 
and appeasement is as futile and dan- 


| gerous, as it was in the cases of Hitler 
and Japan, 


The Chinese mene will’ also wish to 
call a halt; not to rush on to further 
and greater conflicts, but to set to work 
at home to build on ‘the cleared ground, 
realising the advantages of the new 
system. It is only the Russians who 
‘want to cry havoc, not wishing to see a 
“new equilibrium. They oppose a settle- 
ment in Indonesia; they have fallen to 
denouncing great national leaders like 
Nehru, whom formerly they greatly 
praised, as “lackeys of the imperialists;” 


they use the veto and the walk-out, 


besides the steady pressure of propa- 
ganda, for leverage at any point where 
stability looks like being restored. In 
this context, it is naive to suppose 
that the Chinese will be allowed much 
pause to realise the improvements their 
‘evolution may have made possible. 
This is presumably being brought home 
to Cde. .Mao Tse-tung, during his pro- 
Jonged. stay in Moscow. 


‘“Titoism” is not just question of 
the personalities of local leaders. It is 


essay, 


a general reaction to the completeness 
and uncompromisingness of Russian 
domination in the occupied countries. 
To under-estimate the insatiability and 
ruthlessness of that domination seems 
indeed naive, when one looks at East- 
ern Europe and sees men condemned 
to death for having held that Russia’‘s 
interests might conflict with those of 
their own country, not in basic princi- 
ples, but just on points of detail; when 
men who founded and built up national 
Communist parties are brought to con- 
fess that they did so at the orders of 
foreign governments. Some leading 
Japanese Communists have just been 
expelled for “collaboration” with Am- 
ericans. Is it fanciful to foresee their 
foremost Chinese comrades one day in 
the dock, “confessing” that they plotted 
with American and British agents to 
betray the people’s cause? 

Prof. Fairbank’s thesis may seem to 
avoid one set of pitfalls, only to risk 


falling in on the other side. “A wise 
Russian policy,” he says, “will avoid 
pressures on -Chinese Communism 


which might destroy the cosmopolitan 
and yet patriotic appeal of Mao’s doc- 
trines.” It might be argued that it is 
not in the nature of Stalinism to 
exercise such “wisdom;” that one might 
as well say it would have been “wise” 
of Hitler to do this, or of the Japanese 
militarists not to have done that. No 
such “wisdom,” it must be remarked, 
graced Russian actions in ‘China from 
the end of the war, when they looted 
Manchurian industries, outraged the 
local people, took railway concessions 
on Tsarist lines, and have the territory 
still administratively separate from the 
rest of China. 


* * 
This journal is primarily concerned 


with economic affairs, and it may be 
protested that the above remarks are 


highly political. But economic develop-: 


ments are being very much subordin- 
ated to political considerations of this 
sort; and it is Peking and Moscow, not 
Hongkong or London, which is raising 
political friction in the path of com- 
mercial intercourse. Prof. Fairbank’s 
now under review, does not 
pursue very far the economic aspecis 
of China’s position. Yet it is conceiv- 
able (as none should realise better than 
good Marxists) that the economic fac- 
tors are really the decisive ones. The 
key point may be that, for trade and 
economic development, Russia has 
relatively little or nothing to offer to 
China in particular and Asia in general. 
Prof. Fairbank only shows the other 
side of the case, by suggesting with 
some restraint that the West has on 
the other hand a good deal to offer. 
Russia cannot afford to let the West 
develop this, its, strong suit, in the Far 
East; Russia must force the issue in 
other ways, in which her strength lies. 
While “Big Brother is watching” in this 
frame of mind, what prospect is there 
of the New China being allowed to 
work out its own destiny? Russian 
policy does change, and there are al- 
ternating periods. of cooperation, when- 
ever a check is encountered. There are 
however no signs of such a turn at 


not, of 


present; the response to British recog- 
nition, for instance, has not been so 


warm as to raise any great optimism. 
* 


The other main question is whether 
such progress is now being made in the 
New China, in its own internal orbit, 
as to give solid ground for optimism. 
Here also there is plenty of room for 
doubts. The new regime would seem 
to be an improvement, but to be still 
far from answering many important 
questions. Especially striking is the 
unevenness of its pattern. There have’ 
been four distinct stages in Communist — 
agrarian policy (1. 1931-34, rent reduc- 
tion and confiscation of landlords’ land. | 
2. 1934-46, rent reduction and expro- 
priation of traitors. 3. 1946-47, redis- 
tribution of land, but not in’ equal 
shares. 4. From October 1947, equal 
distribution of land. Conditions differ 
in four different zones of China, ac- 
cording to the time-sequence in which 
they were “liberated.” 

The present trend in any case gen- 
erally intensifies one of the _ basic 
troubles of rural China—ever-increas- . 
ing fragmentation of holdings. Redis- 
tribution is-a palliative, merely starting 
a fresh cycle on an ancient pattern. No 
new social basis, collectivisation or the 
like, has yet been formed on the scale 
required to.provide an alternative. 

From the moment of the liberation of 
the major industrial area (Shanghai— — 
Nanking) and other cities in the south, 
all thoughts and energies were switch- | 
ed from the rural to the industrial 
“front.” The regime sometimes gives 
the impression of not being able to 
cope with more than one problem _ at’ 
once, far from being able to produce 
the sort of integrated plan which is 
necessary on a vast scale if China is 
to develop. Apart from the partial 
severance of Manchuria, the country is 
administratively divided. Local differ- 
ences are great. Currency inflation 
continues in a muffled way. 

A weak Kuomintang blockade has 
disproportionately affected the great 
port of Shanghai. The government’s 
response there has the been singularly 
like the Japanese procedure under . 
“Co-prosperity”—the reduction of the 
population in the affected area (though 
course, by any such bestial 
measures as the Japanese used). 

These defects and uncertainties must 
be set against a great deal of undoubted 
progress. Russian pressure must not 
be under-estimated; and one may well 
be sceptical as to whether the New 
China is in any better case to stand 
up to it than were, say, Czechoslovakia 
or Hungary. The problem is an ex- 
tremely complicated one. The com- 
plexities have probably grown since 
Prof. Fairbank wrote his paper; but 
such a clear and honest analysis as his 
performs a great service to his country- 
men and the world. 

(Further articles in this series will 
review and discuss the other essays in 
“Next Step in Asia,’”’ which are: rob- 
lems of Economic Development,” by 
Harlan Cleveland; “Japan and Korea as 
American Policy Problems,” by Edwin 


Reischauer; and “The Asiatic Context of 


our Far Eastern Policy” by W. kL. 
Holland.) 
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ECONOMIC NEWS FROM THE UNITED STATES 
By E. Kann (Los Angeles) 
- (Special to the Far Eastern Economic Review) 


President Truman’s State of the Union 
Message to Congress. 


On January 4, 1950, President Harry 
‘Truman’s annual message to the com- 
bined legislative bodies was delivered. 
In well-chosen words the President 
dealt with the most important issues 
facing his country, though certain vital 
problems, such as taxation, were only 
nominally touched upon. However, 
the proposed budget (which is thought 
will exceed $43 billions), and inciden- 
tally also abolition of certain excise 
dues and imposition of new taxation, 
bag be sent to Congress before January 
45. 

The following are highlights in Pre- 
sident Truman’s speech:— 

European recovery: The _ successful 
support of European recovery was con- 
he by the United States throughout 
1949. | 

Domestic affairs: The _ significant 
downturn in economic activity since 
the war was met and reversed. In ac- 
complishing this, government programs 
for maintaining employment and pur- 
_€hasing power have been of tremendous 

importance. Housing for low-income 
groups was much improved; minimum 
wages were increased. 

The past 50 years will be known as 
the most turbulent and eventful period 
in recorded history. “The human race 
has reached a turning point; man has 
opened the secrets of nature and mas- 
‘tered new powers. If he uses them 
wisely, he can reach new heights of 
civilisation. If he uses them foolishly, 
they may destroy him,” said the Pre- 
ssident in his speech. 

Population and production: Com- 
pared with 1900 the population of the 
United States has doubled. The coun- 
try’s production has risen from about 
50 billions, in terms of today’s prices, 
to the staggering figure of 225 billions 
‘a year. The standard of living of the 
American. people is an inspiration to 
the rest of the world. 

Maintenance of Peace: America must 
preserve its national strength. Such 
strength is a matter of economic 
growth, and social health. This coun- 


. try can achieve peace only if it can 


Maintain its productive’ energy, its 
democratic institutions, and the firm 
belief in individual freedom. 

Oppression cannot be tolerated: In 
foreign policy, these principles, to- 
gether with the doctrine that all men 
are created equal, signify that the 
United States can never be tolerant of 
oppression or tyranny. Wholehearted 
Support will be lent to the United Na- 
tions in the belief that this organisa- 
tion can ultimately provide the frame- 
work of international law and moral- 
ity, without which mankind cannot 
survive. Under the principles of the 
United Nation’s charter this country 
must continue to share in the common 
defense of free nations against ag- 
gression. 

Looking 50 Years Ahead: The Unit- 
ed States’ present total national pro- 
duction is $255 billion a year. If the 


country’s output is increasing at the 
same rate it has been augmenting the 
past 50 years, America’s annual pro- 
duction will increase nearly four times 
of what it is today 50 years from now. 
Allowing for the expected growth in 
population, this would mean _ that the 
real income of the average family in 
the year 2000 would be three times 
what it is today. The average hours 
of work have, during the past 50 years, 
declined from 60 to 40 a week, while 
the hourly production of the average 
worker has tripled. Average wages, 
allowing for price changes, have in- 
creased from 45 cents to $1.45 an 
hour. The President made it a strong 
point in his speech to ask for a repeal 
of the Taft-Hartley law in order to 
replace it with a law that is fair to all 
and in harmony with American ideals. 
Establish a labor extension service, in 
order to encourage education in labor 


relations. 


Agricultural Improvements: The Pre- 
sident recommended mandatory price 
support for the main farm _ products, 
adding that Congress should pass the 
Brannan Farm Plan with its system of 
production payments. 

Health: Much emphasis was laid by 
Mr. Truman on the proposed increase 
of benefits and the extent of coverage 
and old-age survivors’ insurance. Simi- 
lar views related to the unemployed 
compensation law. The shortage of 
doctors and nurses and public health 
service should be remedied. Finally, 
he appealed for the establishment of a 
system of medical insuranee which will 
enable all Americans to afford proper 
medical treatement. 

Civil Rights: The President empha- 
sized that the full civil rights  pro- 
gram proposed previously (namely 
abolition of poll-tax, an anti-lyching 
law and a fair-employment practice 
bill) should be enacted in this session. 
Alaska and Hawaii should be granted 
statehood. 

Taxation: Said the President: “Make 
some changes in our tax system which 
will reduce present inequities, stimul- 
ate business activities, and yield a 
moderate amount of addcéitional re- 
venue.” For the rest, Mr. Truman pro- 
mised specific recommendations at an 
early juncture. The man in the street 
opines that most or all of the excise 
taxes will be recommended to be 
abolished, namely taxes on railway and 
airflight tickets, as well as on luxuries, 
like jewellery, leather guods, inclusive 
of baggage. This would cause a minus 
of about 1 billion dollars. On the other 
hand, corporation taxes, which are al- 
ready rather high, would be enhanced 
to such a degree that 2 billion dollars 
would be forthcoming. 


The New Budget. 


The budget for the fiscal year 1951 
was sent to Congress on January 9. 
It calls for the stupendous sum of 
$42.439,000,000 and ends up with a de- 
ficit of about 5 billions. For the fiscal 
year 1932 the Federal Government 


Investment in 


— 


spent about $4% billions, so that to- 
day’s outlay is nearly ten times as 
much. Editorializing on. the. subject, 
the Los Angeles Daily News points to 
the following comparative figures: If 
every urban home owner in America 
sold his home, the total proceeds would 
amount to $30 billions, just enough to 
run the Government for eight months. 
Or, if every farmer in -+this country 
would sell his farm, live stock and farm 
equipment, the total would aggregate 
$25 billions, hardly enough to run the 
Government for seven months. 

Outside the budget the President 
proposed a three billion hike in pay- 


roll taxes, for welfare insurance, in- 


clusive of national health. | 
The Atomic Energy Commission 
proposes to spend $817,000,000 to step 
up A-bomb production. The national 
defense budget for the fiscal year 
1951 is $13% billions. While army 
and navy suffered cuts, the airforce is 
being alloted more money. In per- 
sonnel the navy is given a reduction 
of 11,300, or 13% of its present man- 
power strength. The airforce was 
granted $4.4 billions, an increase of 700 
millions over this year. Army expendi- 
ture was reduced from $4.3 billions to 
$3.9 billions. The navy’s outlay was 
diminished from $4.4 billions to $4.2 
billions. Aircraft procurement expendi- 
ture was estimated at $2.1 billions, to 
pay for 2,300 planes to be delivered in 
the course of the fiscal year 1951. The 
airforce is to have 416,000 regulars, 
118,000 reserves and 48 airgroups. 


American Bank Results 


Some of the larger banks have pub- 
lished either annual, or else 4th quarter 
results. Special attention is due to the. 
working of the Bank of America (with 
head offices in San Francisco); since the 
said institution represents the largest 
bank in the world. 

By the end of 1949 the Bank of 
America’s total resources rose to a new 
high of The 
begins with deposits amountin 
$5775 ,110,000, a gain of $135,587,000 
compared with the year-end 1948. 

The bank’s loan account shows that 
it granted advances and discounts ag- 
gregating $2,804,522,000. A total of 
$3,675,000,000 was loaned out in 1,580,- 
000 transactions in the course of 1949. 
securities stands at 
$9.322,505,000. Net profit for 1949 
reached $52,128,000, or $5.09 per share 
on 10,238,052 shares outstanding. The 
profit for 1948 was $47,052,000, or $4.59 
per share. Dividends paid to 159,367 
shareholders (at the rate of $2.50 a 
share) amounted to $25,595,130. gu 

While on the subject of banks’ re- 
sults, it is appropriate to record those 
of the National City Bank of New York, 
combined with the City Bank Farmers 
Trust Co., whose net income for 1949 
amounts to $22,646,237 (or $3.65 per 
share), against $21,531,971 (or $3.47) 
for-the comparable period of 1948. 

The Guaranty Trust Co. of New York 
indicated net earnings for the last 
quarter of $3.91 per share, compared 
with $4.56 in the like period of 1948. 

The Bank of the Manhattan Co., New 
York, announces net operating earnings 
of $5,266,861, equal to $2.10 per share, 
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for the year 1949. In the preceding 
year net earnings amounted to $5,295,- 
369, or $2.64 a share. 

U.S. Trust Co., New York, shows net 
operating income for 1949 of $1,704,216, 
or $42.60, versus $1,806,347, or $45.16 a 
share. 

Manufacturers Trust Co., New York’s 
net earnings for 1949 were $10,880,731 
($4.84 per share), against $10,701,008 
($4.76 a share) for 1948. 


Medicinal Progress 


Some months ago a report was sub- 
mitted in these columns about a real 
remedy for arthritis, namely ACTH 
and cortisone. Now a new substance 
has been found which possesses advan- 
tages over the firstmentioned medicines. 
The chemical substance was developed 
by a young Chinese bio-chemist Dr. C. 
H. Li at Berkeley University. In pre- 
paring the new remedy Dr. Li broke 
down the ACTH molecule by mixing 
ACTH with pepsin, which fragmented 
the protein molecule into smaller enti- 
ties. Results obtained from applying 
the new substance were almost mira- 
culous. But when treatment stopped 
(Owing to supplies being exhausted) 
the ailment returned. It is to be hoped 
that in the next few years it will be 
possible to produce the new substance 
by the synthesized process, so that it 
becomes available in large quantities. 
It is authoritatively stated that the 
pituitary glands of 200,000 hogs yield 
merely % a pound of ACTH, showing 


how difficult the manufacture of ACTH 
is, 


Items of General Interest. 


Never before in America’s history 
have there been so many jobs available 
-as now. And yet, in the ffirst nine 
months of 1949 the national outlay for 
unemployment’ benefits reached the 
stupendous peak of $1,275,292,000. This 
exceeds the unemployment doles for all 
1948 to the tune of $482,000,000. 


The chairman of the board of the 
Radio Corporation of America, David 
Sarnoff, predicts that, by the end of 
1954, there will be 20,000,000 television 
sets in the USA, serving an audience of 
75 million people in American homes. 
At present 3,700,000 television receivers 
are in use in this country, out of which 
1,000,000 are installed in New York 
city. 

* 


During 1949 as many -as_ 6,250,400 
vehicles were produced by the auto- 
industry, an all-time high. Amongst 
these were 5,120,500 motor cars and 
1,130,000 trucks. The industry’s pre- 
vious record was in 1929, when alto- 
gether 5,358,400 cars and trucks were 
produced. 


America is great and prompt in the 
publication of statistics, and the year- 
end is an appropriate occasion to pour 
these out. It is pleasing to learn that 
crimes of violence in Los Angeles de- 
clined in 1949, though the police booked 
161,731 persons during the year, a drop 
of 7.7% when compared with 1948. 


THE POUND STERLING AND CURRENCY 
DEVALUATIONS 


Karl L. Anderson. 
(Chief, British Commonwealth Branch, U.S. Department of Commerce) 


It has been the universal desire ofThe discussion has tended, that is, to- 


traders to be rid of the maze of re- 
strictions and controls which for al- 
most 10 years have made the conduct 
of the ordinary business of interna- 
tional trade so extraordinarily com- 
plicated and difficult. That desire has 
been shared by the U.S. Government 
to such an extent as to be one of the 
main objectives of the economic for- 
eign policy of the United States. The 
plain facts of the economic situation 
of the postwar world to date have 
made it impossible to attain this ob- 


jective. The disruptions caused by the 


war have proved to be much deeper 
than was thought at first, and the pro- 
blem of reconstruction much tougher. 
International trade and finance are 
still in a’state of imbalance, especially 
as between the United States and 
other countries. As long as this im- 
balance persists, restrictions and con- 


trols are bound to continue. 


Yet there has been a tendency in 
the discussion that has followed the 
recent great wave of currency devalua- 
tions to forget the long-run purpose. 


Amongst the crimes analyzed one finds 
82 murder cases, 11,285 instances of 
burglary, 2,665 cases of robbery, petty 
theft 21,551, grand theft 2,525, forcible 
rape 201, statutory rape 308. The year’s 
arrests include 86,910 cases’. for 
drunkeness, plus 1,615 drunk in autos 
and also 4,247 instances of drunk driv- 
ing. Let us hope that 1950 will be 
less blood-thirsty and alcohol-thirsty. 
* a 


In considering the results attained by 
the New York Stock Exchange in 1949, 
compared with 1948, one obtains the 
following picture: 


1949 1948 

Wnenanged ...... 81 119 
Total issues .... 1,456 1,419 


* * 


Government debt of the United States 
at the close of 1949 stood at $257,000,- 
000,000. On the same date the current 
budgetary deficit amounted to 3,299,- 
799,000. It was at the end of February, 
1946, when the peak of the U.S. national 
debt was reached with $279,764,000,000. 


In 1949 California cotton growers 


picked 1,300,000 bales from 957,000 
acres, mostly in the San Joaquin 


Valley. The walnut crop of California 


last year aggregated 73,000 tons. Kern 
county’s potato growers marketed last 
spring 13,083,000 sacks of potatoes, 
enough to supply the whole nation. 
They shipped 36,342 carloads, valued at 
$29,437,000. California’s citrus fruit 
crop on-trees during the 1948/89 sea- 
son is estimated at 114,000 carloads. 


concentrate attention upon im- 
mediate results likely to follow the 
currency changes—the direct effect. 
upon United States imports, the effect 
upon American exports, and the like-—. 
and to leave aside the more remote but. — 


obviuosly more important long-range 

possibilities, 

To Help Achieve Wholesome 
Equilibrium 


Nevertheless, the revaluations were: 
undertaken, for the most part, primarily 
for the purpose of helping to overcome. 
the persisting imbalance between the 
dollar and other currencies. It is uni- 
versally recognized that extraordinary 
financial aid extended by the 
United States, whether in the form of 
Marshall Plan grants and loans or m 
some other form, cannot be counted 
upon indefinitely. What has to be de- 
developed is a position in international 
financial transactions in which the out- 
ward flow of payments from the United 
States through ordinary business chan- 
nels for commodity imports, tourism,,. 
private investment, and the like will 
be sufficient to supply the dollars 
needed abroad for the purchase of 
goods and services from the United 
States, for the payment of interest and 
dividends- on American investments 
abroad, and for any necessary repay- 
ment of capital obligations held in this 
country. The aim is to attain this 
kind of position as rapidly as can be— 
if possible by June 30, 1952, when aid 
under the European Recovery Program 
is to be terminated. 

It is geneally agreed, also, that pro- 
per correction of the present imbalance 
cannot be accomplished by the use of 
direct controls over trade and foreign- 
exchange transactions. Quite aside from 
their immediate restrictive effects, such 
controls tend over the long run to 
result. in a lowering of the total volume 
of international trade and a reduction 
in the general benefits derived from it. 
The kind of equilibrium to be sought 
is one in which the use of direct con- 
trols is limited to conditions of purely 
vemporary emergency and in which a 
balance of international accounts is 
maintained for the most part through 
changes in the price structure, Only in 
an equilibrium of this sort can there 
be the maximum volume of trade, The 
currency revaluations, it should be 
noted, mark an implicit endorsement 
of the desirability of this kind of situa- 
tion. Although some of the countries 
which have reduced the value of their 
currencies are also tightening their 
import restrictions, immediate circum- 
stances make this unavoidable. The 
long-run objective which clearly must 
remain their aim is to reduce or re- 
move entirely the need for these res- 
trictions by increasing their exports 
to dollar markets, particularly the 
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United States. The right course is to 
reach a workable adjustment by an 
‘expansion of trade, rather than by con- 
“traction. 


‘World-Wide Wave of Changes 


The revaluation actions began with 
the announcer&fent on September 18 by 
‘Sir Stafford Cripps that the British 
Government had decided to devalue 
the pound sterling by 30% per cent, 
from a rate of $4.03 to the pound to 
$2.80. At the same time, the currencies 
of the British colonies were devalued 
in equal degree. The change in the 
British pound was followed immediate- 
ly by the currencies of all but one of 
the countries of the sterling area— 
-Australia, New Zealand, India, Burma, 
Ceylon, Iraq, South Africa, 
Iceland—Pakistan alone retaining the 
old par value. Other countries whose 
international trade is closely related 
‘with that of the United Kingdom 
likewise moved their currencies with 
sterling—Egypt, Israel, Denmark, Fin- 
land, Norway, Sweden, the Nether- 
lands, and Greece. France abandoned 
“the multiple rates for the franc and 
turned to a single-rate system, with 
‘the actual new rate substantially lower 
than the old official rate, but with no 
fixed par value. Portugal and Belgium- 
‘Luxembourg, whose currencies for 
_ some time have been relatively strong, 
‘devalued less than the others, the 
former by 13.3 per tent and the latter 
‘by 12.3 per cent. Western Germany, 
the economy of which is subject to 
Special conditions, devalued by ‘20.7 
‘per cent. In the Western Hemisphere, 
in the North, the Canadian dollar, 
which has been strong in relation to 
‘sterling and the continental currencies 
but a little weak in relation to the 
U.S. dollar, was devalued by 9.1 per 
cent; in South America, Argentina and 
‘Uruguay modified and elaborated their 
multiple-rate systems in adaptation to 
the new value of sterling. 


_ Thus, within a very short time, there 
has taken place a world-wide wave of 
currency changes equaled in scale only 
by the widespread depreciation of cur- 
rencies which occurred jin 1931 and 
1932. Aside from the Eastern European 
countries, whose currency values are 
hardly pertinent to their trade, vir- 
tually the only countries of importance 
whose currencies have not been read- 
justed in relation to the U.S. dollar 
are Japan, the Philippine Republic, 
Switzerland, Austria, Iran,. and the 
dollar-area countries of Central and 
South America. All observers who 
have been in a position to sense the 
need for some readjustment of cur- 
Trency values, whether private traders 
dealing in foreign exchange who 
merely noted the tendencies of the 
market, or official bodies like the 
International Monetary Fund — which 
‘openly declared itself in favor of 
changes, were hardly prepared for 
‘changes on such a scale. 


¢ 


Ireland, 


“Quick Effects’ Not To Be Expected 

These devaluations have occurred 
in an international economic situation 
which is very different from that of 
1931 and 1932, and they cannot be ex- 
pected to have the same quick effects 


as the currency changes of that earlier 


period. That was a time of severe 
world-wide deflation and deep depres- 
sion. Trade was at a low level. The 
volume of unemployment was large, 
stocks of raw commodities and inven- 
tories of finished good were heavy, idle 
production capacity was general. Un- 
der these conditions, supplies of goods 
were highly responsive to’ change in 
prices and market conditions, and shifts 
in foreign-exchange rates could bring 
rapid changes in trade. The , situation 


today is one of continuing inflation in: 


most countries, accompanied by high 


employment, heavy production, insistent 


market demand, and a high level of 
trade. Under these conditions there 
is too little slack or flexibility in sup- 
plies of goods to permit quick changes 
in trade. The devaluations did bring, 
it is true, an immediate change in 
speculative positions in the foreign- 
exchange market, and to some extent 
this has affected the flow of trade. 
This, however, is mostly a matter of 
placing orders or taking deliveries 
which had been deliberately deferred, 
rather than a matter of doing new or 
different business. What is affected is 
the precise timing of trade and ex- 
change transactions trather than the 


general level and directions of trade. 


Prevailing circumstances of supplies 
and markets are not such as to allow 
more significant changes in a_ short 
period of time. 
Why then were the devaluations un- 


dertaken? In answer to this question 
three points are relevant. First, the de- 
toward long-term 


valuations look 
rather than short-term results. At the 
moment it may not possible 
for foreign countries to make sub- 
stantially increased supplies of goods 
available for export to the United 
States and other dollar  coun- 
tries. Over a_ period of time perhaps 
they can. As production abroad in- 
creases, as the pressure of demand in 
other markets is relaxed, and as it be- 
comes feasible to alter patterns to pro- 
duction and to modify the directions of 


trade, there can be a greater flow of 


exports to dollar markets. The read- 
justments which are necessary are Oob- 
viously difficult, and they will take 
time to accomplish. Only as they are 
gradually accomplished can there be 
an improving trade relationship  be- 
tween the dollar and the non-dollar 
areas. The new currency values are 
intended to take advantage of the pos- 
sibility of this kind of long-run de- 
velopment. 

Second, the pattern of exchange 
rates which developed after the war 
never was regarded by experts or by 
official groups as a balanced structure 
or as a system of rates properly related 
to cost and price levels and trade 
potentials. On the contrary, it was 


clearly recognised that the par values 
initially established were in many 
cases higher than it would be possible 
to maintain permanently. However, 
these rates did not present an immediate 
impediment to trade at a time when 
markets were eager for goods al- 
most regardless of price. Realignment — 
of the rates did not appear necessary 
to promote the revival of production 
and employment which piainly was the 
first essential for recovery, particularly 
in the countries that had been devas- 
tated or disrupted by the war. There 
was, in fact, reason to fear that in 
some countries, especially the Euro- 
pean countries, devaluation would in- 
tensify internal inflationary forces and 
therefore would impede all phases 
of economic rehabilitation. In view of 
these considerations, the initial par 
values were allowed to stand. Revalua- 
tions were deferred pending the ap-. 
pearance of conditions in which con- 
tinued maintenace of these values 
would impair progress toward a sound 
equilibrium in international trade 
and payments. 
“Third, economic developments during 
the last months of 1948, and especially 
during the first half of 1949, made it 
evident that revaluation of currencies 
could not be postponed any longer. 
The shift from'a seller’s market toward 
a buyer’s market which took place in 
the United States in 1948, and which 
was followed in 1949 by a slackening 
of production: and income levels, was 
accompanied by marked repercussions 
in trade. The inherent weakness in the 
existing pattern of foreign rates came 
into plain view. By the beginning of 
1949, more than 3 years after the 
end of the war, production facilities in 
most of the important trading countries 
were substantially restored and even 
increased, labour forces in most coun- 
tries were fully utilized, and trade. had 
recovered to fairly high levels. The 
major part of the damage _ resulting 
from the war had been so far over- 
come that further progress in produc- 
tion and trade could be expected to 
take place only slowly. When, _ there- 
fore, with the slight drop in industrial 
activity and incomes in this country 
there was a decrease in our imports and 
a widening of the gap between our 
imports and our exports, it was clear 
indication of basic maladjustment. The 
fact was apparent that, unless drastic 
changes were made, there could be no 
expectation of continuing improvement 
and eventual balance in international 
payments between the United States 
and other countries. | 
The Salient and Central Case of Britain 
In no case was this more evident 
than in the case of the United King- 
dom and the sterling area. The United 
Kingdom has been notable among the 
Western European countries for its re- 
markable rate of recovery. By the end 
of 1948 the United Kingdom had 
achieved a volume of production more 
than 20 per cent above pre-war, had 
expanded the volume of its exports to 
nearly 50 per cent above pre-war, had 
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greatly reduced its over-all trade de- 
ficit and had made significant pro- 
gress in reducing its deficit with the 
dollar area. Nevertheless the moderate 
decline in the United States economy 
gave occasion to a sharp change in the 
sterling-dollar balance of payments. 
The gold and dollar deficit of the 
United Kingdom and the sterling area, 
which had tended downward during 
1948 and which amounted to $339,000,- 
000 in the first quarter of i949, in- 
creased to $633,000,000 in the second 
quarter and continued alarmingly high 
in the third quarter. This rise in the 
gold and dollar deficit, moreover, 
caused an actual loss of reserves to the 
extent of $262,000,000 in the second 
quarter and $221,000,000 in the third 
quarter. Although this sudden large 
reversal in the trend of the sterling- 
dollar balance of payments can be ac- 
counted for in part by an _ increase 
in sterling-area dollar imports, the 
more disturbing fact is that it was 
caused just as much by a decrease in 
sterling-area exports to the United 
States. These exports dropped from a 
monthly average of $115,400,0U0 in 
1948 to a monthly average of less than 
$95,000,000 in the second quarter of 
1949 and in the third quarter only 
$74,000,000. 

It would be wrong to say that the 
decline in business activity in the 
United States was the cause of the 
sterling crisis. To say so would be 
to assume that American economic 
activity would not merely maintain in- 
definitely the extraordinary levels re- 
corded in 1948, but would expand 
steadily beyond those levels. This would 
not be a reasonable expectation. A real- 
istic expectation must contemplate some 
slight lapses from the fullest kind of 
full employment and some unevenness 
in rates of production and in income 
payments. When matters are regarded 
in this way, it appears obvious encugh 
that the developments in the United 
States in 1949 revealed trouble rather 
than causing trouble in international 
economic relationships. 

In considering now the position that 
has been created by devaluation, and in 
examining some of the factors affecting 
the course of future developments, it is 
best to confine attention to the affairs 
of the United Kingdom ané the ster- 
ling area. Not all countries, of course, 
are similarly situated. Each country or 
area has its own peculiarities and its 
own special problems, and each would 
warrant separate study. Nevertheless, 
the Main points of principle and the 
main factors bearing upon future trends 
are well illustrated in this one case. 
Moreover the position of sterling is of 
such central importance in international 


trade and finance that a special kind of 
interest attaches to it, ; 


What Devaluation Has and Has 
Not Done 


It is important, at the outset, to be 
clear not only about what devaluation 
has done, but also about what it has not 
done. What it has done is establish a 


relationship between the pound sterling 
(or other currency) and the dollar 
which is more nearly in accordance 
with the actual values of these curren- 
cies. Before the devaluation, it was a 
matter of common knowledge that a 
wide disparity existed between the 
price structure in the United Kingdom 
and sterling area, and the price struc- 
ture of the United States and other 
countries in the dollar area. At the 
exchange rates then in effect, American 
importers found that, except in a 
relatively small number of cases, the 
prices of British goods were not com- 
petitive this market. This was a 
definite impediment to the sale of 
British goods and a_e serious. barrier, 
therefore, to the expansion of British 
exports to dollar markets. This 
obstacle, it should be noted, did not 
arise from any arbitrary pricing prac- 
tices on the part of British exporters. 
The prices quoted to American impor- 


ters were in line with prices in the 


United Kingdom and in non-dollar 
export markets, and, so far as can be 
judged, they were not unreasonably re- 
lated to costs. It is true that in theory 
such a condition might he relieved by 
deflation rather than by exchange-rate 
adjustment, but this theoretical alter- 


native is scarcely within the realm of 


feasibility. The condition was relieved 
by devaluation. 

What devaluation has done, then, 
from the point of view of trade, is to 
establish a position in which the recent 
decline of sterling-area . exports to 
dollar markets may be arrested and in 
which there is a basis for future in- 
crease. lt has made it possible again 
to entertain the hope that eventually 
the sterling-dollar gap may be closed 
at a high level of trade. 

What it has not done is to guarantee 
in any sense that this desirable state 
of affairs will be attained. It consti- 
tutes a necessary step, but by no means 
a sufficient one. The actual supplies 
that are to constitute the increased ex- 
ports from the sterling area to dollar 
markets have to be forthcoming. All 


the concrete problems that were present 


before, therefore remain. It is as im- 
portant now as it was before that there 
should be shifts in the directions of 


trade so as increase the proportion of 


exports to the dollar area. It remains 
just as necessary as ever to moderate 
internal demand so as to maximize 
availabilities, for export. It is still 
essential to raise productive efficiency 
in order to expand supplies for export 


without undue detriment to internal 


levels of supply and consumption. 
Devaluation has not diminished in any 
way the urgency of these things. 


What Needs To Be Accomplished 


What has to be accomplished is an 
increase in the dollar earnings of the 
sterling area great enough to eliminate 
the gold-and-dollar deficit:and to re- 
move the need for direct curbs upon 
dollar imports. It is impossible by any 
method of calculation to estimate with 
assurance what the amount of this in- 
crease must be. Future requirements 
of the United Kingdom and the rest of 


the sterling area for imports of dollar 
‘origin cannot be predicted with any 


the same extent as sterling. 
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pretense of accuracy, nor can move=- 
ments of capital and other relevant. 
factors. It is not possible, either, par- 
ticularly when trade and payment pat- 
terns are in'a state of flux, to forecast. 
the extent to which other countries, 


such as the Western European coun-_ 


tries, will depend upon their trade with 
the United Kingdom to provide in- 
directly a part of the dollar exchange. 
they need. Neither is it possible to tell 
to what extent the sterling area may be: 
able for its part to earn dollars in- 
directly through trade with countries. 
other than the United States. 

‘Trends to date, however, would 


appear to suggest that the order of | 


magnitude of the necessary increase in 
dollar earnings is a billion and a half or 


two billion dollars a year. This sug- 


gestion of the order of magnitude is. 
based upon the assumption, it may 
be noted, that adjustment is to take 
place through expansion of dollar earn- 
ings rather than through contraction of 


dollar requirements. United States. 


imports of goods from the sterling area 
in 1948 amounted to about $1,400,000,- 
000. If, then, the whole of the increase. 
in dollar earnings were to be made by 
increased sterling-area exports to the: 
United States, it would require more 
than a doubling of that 1948 figure. 


“Offers Greater Inducements” 


Now the new value of the pound. 
alters to some extent the array of finan- 
cial incentives confronting British pro- 
ducers and exporters. It offers greater 
inducements than existed before to sell 
in dollar markets. To earn £1,000 be- 
fore, it was necessary to sell $4,030 
worth of goods. Since devaluation, 
£1,000 can be earned from the sale of 
only $2,800 worth—or so it would 
appear on the face of things. The- 
appearance, however, is not the reality.. 
It is only in those instances in which 
dollar prices can be held at the previous 
figures without impeding sales that the 
amount of the devaluation is reflected’ 
in sterling income. Outside the field. 
of raw materials, these cases are few. 
In order for manufactured goods to re- 
main competititive, prices previously 
quoted in dollar markets generally 
required some reduction. Some part. 
of the 30%4-percent devaluation served’ 
only to make possible the needed reduc- 
tion of dollar prices without decreasing 
sterling income. The remaining part- 
served actually to increase the sterling 
income from. dollar’ sales, This 
residual, therefore, except for that seg- 
ment which is absorbed by taxes, con- 
stitutes the added financial inducement. 
to sell in dollar markets. 


On the other hand, the new value of 


the pound in no way diminishes the - 
attractiveness of the home market of 
the United Kingdom, nor the markets. 


of the sterling area. nor of other coun- 
tries whose currencies were revalued to 
3 In these- 
markets demand has remained buoyant 
—indeed, in some areas inflationary— 
and there has not appeared the kind of 
competition which is prevalent now in 
the United States. The currency de- 
valuations were not accompanied or 
followed by any significant weakening 
of prices in those markets, and such 2 
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weakening does not seem to be in im-- 


mediate prospect. The strength of the 
added inducement to sell in dollar mar- 
kets must be evaluated in relation to 
these circumstances. When they are 
taken into account, even after allow- 
ance is made for marginal and near- 
- marginal cases, it does not appear wise 


to expect any extensive shift toward’ 


greater exports to dollar markets to 
result from the new pattern of finan- 
cial incentives. The more important 


part of what was accomplished by de-— 


valuation in this respect was to avert 
the threat of a serious unfavorable 
change in the array of incentives which 
would have led to diversion of exports 
away from dollar markets. 


To What Extent Can Sales to U.S. Be 
Increased? 
- United States imports from: the ster- 
ling area come largely from sources 
other than the United Kingdom. In 
1948, when this country imported a 
total of $1,400,000,000 from the sterling 
area, about four-fifths, approximately 
came from the British colonies and do- 
minions and from other countries, while 
only about one-fifth, approximately 
$300,000,000, came from the United 
Kingdom. The proportions are essen- 
tially the same for the trade to date in 
‘1949, though the volume is greatly 
reduced. The four-fifths, however, 
consist preponderantly of primary pro- 
ducts, such as rubber, jute and bur- 
lap, tin, wool, cocoa, hides and skin, 
and manganese. 'The demand for these 
products in the United States depends 
primarily upon the level of industrial 
activity and income payments and in 
most cases is not subject to material 
modification by changes of prices or 
by sales effort. 
When it is recognized, then, that 
American demands for such products 
were at extraordinary heights during 
1948, and that these heights are hardly 
likely to be very much exceeded during 
the next 2 or 3 years, there does not 
appear to be any strong basis for ex- 
pecting United States imports from the 
Sterling area outside the United King- 
dam to increase to any very great ex- 
tent during this period. If figures for 
the first 9 months of 1949 may be taken 
as a guide, these imports will not ex- 
ceed $800,000,000 for the year — about 
$300,000,000 less than for 1948. Gradual 
recovery to the 1948 figure of $1,100,- 


000,000, or perhaps something a little 


higher than that, is about as much as 
it would be reasonable to expect. It is 
true that some countries in the sterling 
area, particularly India and Australia, 
have capacity for the production of 
manufactured goods for which some 
Ylowance should be made. pro- 
duction, however, is neither exteysive 
nor diverse, nor indeed is it always 
economical. The fullest possible allow- 
ance for the increased quantity of im- 
ports with which it might supply the 
United States would modify the figure 
just proposed but would not change it 
materially. 
_ It appears, therefore, that increased 
imports into the United States from the 
sterling area upon the scale which is 


in question must be furnished in the 
main by the United Kingdom itself. It 
is upon the expansibility of this small 
part, the one-fifth, that the outcome 
mostly depends. 

The total exports of the United King- 
dom in 1948 amounted to £1,650,000,- 
000, or, at the then current value of the 
pound, $6,650,000,000, of which about 
$300,000,000, representing only 4.3 per- 
cent of the total, went to the United 
States. It is natural to think that this 
small proportion might be increased, 
and a considerable part of the sterling- 
dollar imbalance corrected, by a switch 
in the direction of British exports. 

In 1948, 48.3 percent of United King- 
dom exports went to the sterling area. 
The next largest proportion, 22.9 per- 
cent, went to the OEEC countries of 
Western Europe. A smaller share, 16.5 
percent, went to Western Hemisphere 
countries. The remaining part, 12.3 
percent, was distributed among other 
countries. It is at once apparent that 
any material increase in United King- 
dom exports to the United States by 
diversion of exports from other destina- 


-tions must come primarily from the 


large share of the rest of the rest of the 
sterling area. | 

It is not to be assumed that such a 
diversion could be easily accomplished. 
There are sentimental and _ political 
bonds of the strongest kind between the 
United Kingdom and the British colo- 
nies and dominions and the other. coun- 
tries of the sterling area, as well as 
longstanding economic connections. The 
markets of the sterling area are fami- 


liar ones for British exporters, they are — 


receptive of British goods, and during 
the postwar years they have been ex- 
pansive. (‘Their expansiveness, more- 
over, has been further stimulated by de- 
valuation which, since it left largely un- 
affected the dollar prices of the primary 


the sterling area, has had the effect of 
greatly increasing their sterling income 
yield. British exporters will not 
readily relinquish these markets. Un- 
less demand in these markets can be re- 
duced, therefore, United Kingdom ex- 


ports to them are scarcely likely to fall. © 


There are two definite ways in which 
action by the United Kingdom Govern- 
ment can help to curb sterling-area de- 
mand—namely, by closer limitation of 
releases from sterling balances and by 
reduction in the flow of new British in- 
vestment in the sterling area. The 
sterling balances referred to are those 
accumulated abroad during the war 
when the United Kingdom had to buy 
heavily on credit. These balances now 
amount to about £3,250,000,000. of 
which about two-thirds is held by 
sterling-area countries, particularly In- 
dia, Australia, Ireland, and Pakistan. 
Releases from the balances are subject 
of normal agreement or to informal 
negotiation and are, therefore, control- 
lable. In 1948, they amounted to £260,- 
000,000; in the first 9 months of 1949, 
they amounted to £206,000,000. Any 
release constitutes a demand for goods 
from the United Kingdom. Sir Stafford 
Cripps already has stated publicly that 
it is provosed to effect a reduction in the 


carious. 


releases. Although such a reduction could 
make only a modest contribution to- 
ward the easing of sterling-area demand 
for British goods, that contribution is 
desirable. | 

Reliable data are not available as to 
the volume of new investment flowing 
from: the United Kingdom to the colo- | 
nial empire and the dominions ‘and 
other parts of the sterling area. Recent 
estimates suggest a figure of £200,000,- 
000 annually, or perhaps more nearly 
£ 250,000,000 !though neither of these 
figures is firm. The investments are 
partly private, partly governmental. 
These investments again are a compon- 
ent of the sterling-area demand for Bri- 
tish goods over which the United King- 
dom Government can exert 50me con- 
trol, especially as to those undertaken 
by the Government itself. One may 
doubt—considering the resistances sure 
to be encountered—that_the effort could 


bring great results, but one may not 


doubt their usefulness. 

Economic tendencies in the sterling 
area as a whole have been generally in- 
flationary since the war, though with 
noticeable variations among the differ- 
ent countries and colonies. The gov- 
ernment elements in the economic 
situation of the sterling area are those 
gathered up in and springing from this 
general inflationary tendency. Accord- 
ingly, in any realistic catalog of the 
factors affecting the demand for British 
goods in the sterling area, this prevail- 
ing tendency must be given first place. 
The extent to which there may be ip- 
crease in United Kingdom exports to 
the United States by diversion of ex- 
ports away from the sterling area will 
be determined largely by the strength 
of this tendency and the degree to which 
it may be curbed. | 


Quandaries Facing Britain 
products so important in the trade of © 


The threat of inflation is by no means 
absent from the United Kingdom. Al- 
though the economic position of the 
United Kingdom in this respect is not 
to be compared with that of the rest of 
the sterling area, it still is highly pre- 
It is true that the slow-mov- 
ing upward drift of internal prices and | 
wages had been brought under dis- 
cipline before devaluation, and that the 
Government budget was being firmly 
controlled. Nevertheless, demands for 
higher wages persisted, and this despite 
clear recognition on the part of both 
labour and the Government of the ur- 
gency of wage stabilization. Devalua- 
tion projects a new disturbance into the 
situation which could put renewed force 
behing those demands. A considerable 
part of the food supply of the United 
Kingdom is imported from dollar sources: 
and the cost in terms of sterling of 
such imports was raised, of course, by 
devaluation. It has been estimated that 
this may occasion an increase in per- 
sonal expenditures on these items of not 
less than 5 percent and possibly as 
much as 7% percent. | 

Whether, in the face of such a de- 
velopment, it will possible to hold the 
existing level of wages is a question 
still in doubt. Yet, unless the general 
wage level can be held, and other ele- 
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ments: of production: ‘cost ‘Kept down, 
British’ industry could quickly lose: en- 
‘tirely its newly gained’: competitive 


‘position. Costs in'some industries un- 
avoidably have risen since devaluation | 


by reason, of the higher: sterling’ prices 


of raw materials for whieh dollar prices 


have ‘been firm. Further rise in costs 
could have only one kind of result. Of 
all these factors bearing upon the pos- 
sibility of increased dollar exports from 
the United Kingdom, this factor of costs 
and of wages as an element of costs is 
much the most crucial. 

Although rising production costs could 
make solution of the problem impossi- 
ble, stabilization of costs is not enough 
The United 
Kingdom is now in an over-all position 
of full production, with full utilization 
of productive capacity and full employ- 
ment of labour. In these circumstances, 
increased supplies for export can be 
made available in only two ways: one 
is by higher productivity, the other is 
by release of resources from other uses 
+o add to the quantity of production for 
export. Apart from change in the direc- 
tion of exports, these are the only means 


of supplying the goods with which to 


overcome the dollar deficit. = 
Consider first the factor of produc- 
tivity. As was stated above, industrial 


‘ production in the United Kingdom has 


advanced rapidly since the .war. In 
1946 it had recovered to the volume of 
1938, the last prewar year; in 1947 it 
was 8 percent tabove prewar, and by 
the end of 1948 it had attained a rate 
21 percent above prewar. Only a part 
of this improvement is attributable to 
increase in the labour force. There has 
been an advance also in labour produc- 
tivity. Output per man had regained 
the prewar level in 1947; in 1948 it rose 
8 percent above that level. 

The fact that the industry of the 
United Kingdom does not bear compari- 
son with American industry in point of 
productivity has been widely remarked. 

comparison, howevér, is not alto- 
gether apposite. T’he enormous effi- 
ciency of industry in the United States 
stands asa phenomenon by itself. More- 
over, suck a comparison is not entirely 
fair. For a country whose manufac- 
turing plant suffered from the compui- 
sory neglect and the outright destruc- 


‘tion of 6 years of war, the record of the 


United Kingdom is not to be despised. 
The fact is, at’ any rate, that the 
advance in British production has made 
possible an impressive increase in ex- 
ports. The physical volume of exports, 
having regained the 1933 position in 
1946, rose to a rate nearly 50 percent 
above that level by the end of 1948. 
It is the relationship between output 
and exports which is exhibited in these 
figures that makes the productivity 
factor a matter of consequence. 
Increased productivity depends upon 
so many things that it is impracticable 
here even to list them. (The attitude 
of workers and their readiness to make 
the most of new methods are import- 


ant; so also are the energy and effec- 


tiveness of management. So far as 
investment in industrial plant is con- 
cerned, statistics indicate a substan- 


The Economic Reconstruction of Japan 


The current speculation about an early 
conclusion of a peace treaty with Japan 
has focused attention upon the political 
and economic problems of that country. 
This article seeks to assess recent de- 
velopments in the economic field. 


By August 1949 the output of Japan- 
ese manufacturing and mining had so 
far recovered from the effects of the 
war that it had reached 136 per cent 
above the 1946 average. Notwithstand- 
ing this improvement, it was still only 
78 per cent of the average rate for 


1932-36, the period immediately prior 


to the “China Incident,” and one when 
the pattern of industry was - roughly 
Similar to that which will probably 
prevail during the next few years. 
Price levels during the same time rose 
very sharply. The index of official 
wholesale prices for August 1949 was 
10% times higher than in August 1946, 
while the cost of living index, based 
on expenditures in both official and 
black markets, was 4 times higher. The 
average monthly wage in manufactur- 


ing industries, it is true, was 13 times 
greater than three years earlier, imply-- 
ing some improvement in wages mea- 
sured in terms of actual purchasing 
power, but government estimates in- 
dicate that the latter were still less than 
half those of the mid-thirties. 

The major hindrance to the restora- 
tion of the prewar level of production 
has been the loss of Manchuria, Korea, 
Formosa, and the other colonial terri- 
tories that previously provided re- 
source-poor Japan with the larger 
portion of her foodstuffs and industrial 
raw materials. To fill the strangling 
import vacuum resulting from the dis- 
memberment of the empire, the United 
States has financed more than two 
thirds of Japan’s postwar imports, to a 
total of more than 1.5 billion dollars. 
During the first three years of the oc- 
cupation, half of these imports, provid- 
ed under the “prevention of disease 
and unrest” occupation formula, con- 
sisted of foodstuffs alone. In 1949, 
however, the United States Government 
decided to give Japan more basic 


tial contribution. In 1947, 14 percent 
of Britain’s national product was de- 
voted to internal capital investment; 
in 1948, the figure rose to 20 percent; 
and in 1949 it continues at 20 percent. 
Although housing, schools, and other 
social services take up a part of this 
investment, their percentage share has 
diminished. Nearly two-thirds of the 
capital investment currently taking 
place in the United Kingdom is in in- 
dustry and will contribute directly to 
higher productivity. 
The “Imperatives” and the Dilemmas 
Yet the continuance of a large 
volume of investment under the pre- 
vailing circumstances involves a_ sort 
of dilemma. While on the one hand 
the increased and improved equipment 
which it makes possible is surely need- 
ed, if productive efficiency is to be in- 
creased, on the other hand it absorbs 
resources which could contribute at 
once to increased output for consump- 
tion or for export, if they were trans- 
ferred to the appropriate kinds of em- 
ployment. 
think that new capital investment 
might be reduced for the time being in 
order to take advantage of this im- 
mediate possibility. Two _ principal 
considerations, however, point against 
this. One is the uniqueness of the 
position of the United Kingdom in the 
world economy, as seen in long-range 
perspective. The natural resources 
of the United Kingdom: are too meager 
by themselves to meet the needs of its 
industries and people. ‘The country 
must obtain by trade both food and 
raw materials. In order to compete 
effectively in world markets and trade 
advantageously, its industries must be 
as efficient as possible. They should 
not lack the necesary equipment. The 
second consideration is the problem of 
marketing. There has been so much 
talk about this particular problem that 


resources 


It is tempting, therefore, to- 


it should not be necessary to dwell 
upon it in this review. It suffices for 
the immediate purpose only to state 
that if British goods are to be salable 
in larger quantities in the United 


States—or for that matter if they are- 


to compete with American goods in 
other countries — they must not only 
be marketed with skill but, also, must 
be offered at progressively lower 
prices. . This cannot be done without 
the reduced costs possible only through 
continued new investment. 

These considerations do not apply to 
all the categories of capital expendi- 
ture, nor to various other items of ex- 
penditure in the United Kingdom. It 
is to reduction of these other expendi- 
tures that one must look for release of 
to increase production for 
export. Private expenditures offer 
virtually no sphere for further desir- 
able economies, having been pruned 
already in response to vigorous taxa- 
tion and enforced austerity. Govern- 
ment expenditures, however, which are 
currently absorbing more than  one- 
third of the national income, do pre- 
sent possibilities. The necessity of 
reaching promptly a more moderate 
scale of expenditures is clearly recog- 


nized in the United Kingdom. The an- | 


nouncement of certain economy mea- 
sures by the Government in the recent 
session of Parliament, and the reaction 
evoked by this announcement both in 
parliamentary debate and in public 
discussion, display this recognition very 
plainly. It would be quite out of place 
here to ioin in this discussion, either 
by asking whether the economies thus 
far attempted are sufficient, or by 
searching the budget for possibilities 
of more substantial saving. They are 
questions best left for resolution 
through the functioning of the great 


democratic institutions of the United ~. 
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assistance in order to permit more 
rapid reconstruction of her economy, 
with the result that since July the 
amount of American-financed imports 
devoted to relief types of supplies has 
been declining, and a growing propor- 
tion has consisted of raw cotton, petro- 
leum, fertilizers, and other producers’ 
goods. 


Total exports have increased steadily 
from the very low levels. prevailing 
immediately after the war, rising from 
103 million dollars in 1946 to an annual 
rate of 558 million during the first 
seven months of 1949. At the same 
time the annual trade deficit has also 
grown, albeit less rapidly, expanding 
from 202 million dollars to an ‘annual 
rate of 428 million for January-July 
1949; the proportion of imports not 
covered by exports has declined from 
66 per cent to 40 per cent. Notwith- 
standing this improvement, Japan still 
has far to go before she will regain her 
1932-36 position when the volume of 
average annual trade was roughly 150 
per cent more than now, and the im- 


ports not covered by exports amounted 


to less than 4 per cent. 


Half of Japan’s postwar exports 
through 1948 consisted of textiles, the 
production of which had been fostered 
by the occupation authorities through 
the importation of large quantities of 
raw cotton. Raw silk exports were 
next in importance, contributing an- 
other 17 per cent. During the current 
year, however, although the volume of 
textile and fiber exports has continued 
to rise, their percentage has diminished, 
while exports of machinery and metal! 
products have gained in prominence. 

Although in the financial sphere of 
the Japanese economy there has_ not 
been the progress which with Ameri- 
can assistance has been made in physical 
output and foreign trade, signal im- 
provement has_ occurred during 1949. 
The tremendous upward surge in prices 
that marked 1945 to 1948 was a conse- 
quence of _ inefficient enforcement of 
direct controls ands of inflationary 
monetary and fiscal policies. This rise, 
however, was largely checked in 1949. 

On September 30, 1949 the national 
debt stood at 521.5 billion yen, 3% 
times the March 1946 level, and 22 
times that of March 1940. The Sep- 
tember figure, however, represents a 5 


' per cent decline from the December 


1948 peak, and although the usual sea- 
sonal year-end expansion will probably 
push the total close to the December 
1948 high’ mark, the avoidance of a 


rise for a whole year will have been a 


distinct achievement. Similarly, the 
past year has witnessed some improve- 
ment although small, in the distribution 
of the debt. At the end of September 
1949 the Bank of Japan still held 46 
per cent of the total debt, while the 
ordinary commercial banks and the 
nonbank investors held only 20 per 
cent (as against 7 per cent and 58 per 
cent, respectively, in March 1946), but 
the Bank of Japan’s holdings repre- 
sented a 10 per cent contraction from 
September 1948. The funded share of 
the debt was only 54 per cent, compar- 


97 per cent in March 1940. 


ed with 70 per cent in March 1946 and > 


the money supply 


The trend in the money supply is 
still upward, although here too the rise 
has slackened, with the result that 
during the first seven months of 1949 
expanded by less 
than one seventh, whereas during the 
corresponding period of 1948 the in- 
crease was about one third. Moreover, 
the entire rise was confined to bank 
deposits, with the note issue declining 
from 355 billion yen to 296 billion. 
These changes have somewhat im- 
proved the composition of the money 
supply, although the ratio of notes to 
bank deposits was still 1 to 2 compared 
with the 1932-36 ratio of about 1 to 6. 

The improvements that have been 
noted in the financial sphere have 
stemmed in large part from the so- 
called Dodge reforms introduced this 
spring when Mr. Joseph Dodge, Detroit 
banker and former finance division 
chief of the American Military Gov- 
ernment in Germany, was acting as 
advisor to SCAP in Japan. The reforms 
included a balanced budget with re- 
duced government expenditures and 
increased taxes, as well as_ credit 
restrictions, a single exchange rate, 
and the elimination of export subsidies 
and the curtailment of domestic sub- 
sidies. While putting a much-needed 
brake upon the inflation, these measures 
have understandably had a temporarily 
adverse effect upon production. Thus, 


after the index of industrial production 
had risen 11 points from January to 


April 1949, thereby reaching 79 per 
cent of the 1932-36 level, it ceased to 
advance and by the end of August had 
actually dropped one point. From April 


to August of the previous year produc- 


tion had risen 9 points. 

Although figures are not yet avail- 
able, reports indicate that the indus- 
trial readjustments had been largely 
accomplished by September. The easier 
atmosphere that resulted was reinfor- 
ced by publication of the tax reforms 
worked out by a mission headed by 
Professor Carl Shoup of Columbia 
University. Despite criticism from 
some sources, the general reaction of 
industrial leaders was one of approvai 
and optimism, particularly because of 
the lightened tax burdens advocated for 
business and the high-income groups, and 
the inclusion of a long-awaited program 
for the revaluation of business assets. 

But in the middle of September in- 
dustry received a new blow from the 
sterling and other currency devalua- 
tions. These meant a twofold obstacle 
to Japan’s exports, since not only did 


her leading competitor, the United 
Kingdom, devalue, but so also did most 
of her important export markets. Al- 
most one half of total Japanese exports 
in 1948 had gone to the devaluing 
countries—77 per cent in the form of 
textiles—but only 10 per cent of her 
imports came from those areas. The 
net effect of the devaluations upon both 
the terms of trade and the balance of 
trade of Japan is therefore likely to be 
unfavourable. 

Although SCAP has declared that the 
exchange value of the yen will. not be 
lowered, probably in the belief that to 
do so would make internal stabilization 
more difficult, it has permitted the 
abolishment of the floor prices on 
exports, a strategic step that should 
help to regain for Japan a _ good 
part of the competitive position 
lost when sterling was devalued. The 
outlook is particularly good for cotton 
goods, thus far the most important 
postwar export; the production of cot- 
ten textiles has been very profitable 
since the establishment in April of the 
single exchange rate of 360 yen to the © 
dollar, and the removal of floor prices 
should result in quotations competitive 
with those of the United Kingdom. 

Despite the financial improvement in 
1949, and the good prospects for re-— 
newed progress in production and ex- 
ports, Japan’s economic future remains 
very uncertain. To live Japan must 
trade. She has lacked sufficient food-. 
stuffs and raw materials since she be- 
came an industrialized nation. The 
sudden expansion of her population 
from 72 million at the end of the war 
to 82 million in 1949, has greatly in- 
creased the pressure on her resources. 
Having lost her empire, she will not 
easily regain the standard of living re- 
commended as a goal by the Far East- 
ern Commission—that of 1930-34, a 
time when the population was only 
about 67 million. The cessation of the 
reparations program has left Japan 
with a more valuable industrial base 
than she possessed in 1930-34, which 
will indeed help. But if American aid, 
which is scheduled to provide the 


‘major part of her 1949 imports, were 


to be suddenly cut off, Japan would 
find herself ia dire’ straits. A great 
expansion in exports, a reorientation of 
her trade towards Asia and Africa 
(where, however, political and econo- 
mic instability will be an impediment), 
and the attracting of foreign loans, are 
new her most important and difficult 
tasks. 
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THE CHINESE MARITIME CUSTOMS 


The original Chinese Customs Ser- 
vice was managed, in its administrative 
Zrade, entirely by foreigners. Today, 
the employment of foreigners in this 
Service is unlikely to last much longer. 
It may therefore be of: interest to con- 
sider the part they have played and 
their relations with the Chinese Gov- 
ernment and the Customs Chinese staff, 
especially during the last twenty years. 


As is well known, foreigners were 
originally employed by China to estab- 
lish and maintain a uniform Customs 
system at all ports, in order that she 
might comply with Treaty stipulations. 
In other words, the foreigners although 
employed by the Chinese Government, 
were to all intents and purposes forced 
on China. 
foreigners found that much of their 
time was spent in protecting Chinese 
interests against the unreasonable de- 
mands of foreign merchants, who were 
often supported by their Consuls. As 
the Chinese Government gained confi- 
dence in the Inspector General, Sir 
Robert Hart, they looked to him for 
advice in all matters 
foreign Powers. Sir Robert’s represen- 
tative in London, Mr. J. D. Campbell, 
was also of great help to the first 
Chinese missions to England: on more 
than one occasion before the establish- 
ment of Chinese Legations he carried 
out diplomatic negotiations on behalf 
of China with a European Power. 

As time passed, the Chinese Customs 
Service not only greatly expanded to 
meet the demands of growing trade, 
but paid much attention to matters such 
as the construction of lighthouses and 
other aids to navigation along the coast, 
conservancy work on the rivers at the 
main ports, arrangements for China to 
‘be represented at international exhibi- 
tions, and the establishment of a 
modern postal system throughout the 
country. When China was hard pressed 
for money it was a natural step that 
‘the Customs revenue should be used 
as security for loans, first of all foreign, 
and later Chinese. At the time of the 
Revolution and during the following 
years of discord, the stability of an 
independent Customs Service stood 
China in good stead. 


Meanwhile the Service was wholly 


administered by foreigners. For over 
sixty years Chinese were employed in 
the Customs only in subordinate posi- 
tions. This was necessary at first, as 
few Chinese were sufficiently educated 
in Western requirements and practice 
to be able to perform more than the 
simplest rountine of the office. The 
official languages of the Customs until 
recently were English and Chinese, and 
lack of knowledge of English must have 
been a special - handicap in the early 
years. But Chinese are excellent 
linguists: before long a number of the 
staff were able to carry out ordinary 
office work in English. In course of 
time such a high standard of Englisn 
was reached that it became rare for the 
foreigners to speak any other language 
in office except to the Writer (who as 
a rule knew no English) or to the 


office-boy. Sir Robert Hart saw that a 


. should serve under a Chinese. 


But before long Customs. 


concerning the 


greater use of the Chinese should be 
made, and he repeatedly impressed on 


Commissioners the necessity of replac-. 


ing foreigners by Chinese where possi- 
ble. Most Commissioners, however, 
were conservative and slow to make 
any change. As late as 1925 it was 
still the practice that no foreigner 
It was 
not until the 1920s that a Chinese was 
first appointed Deputy Commissioner, 
and then only in a position carrying 
no administrative responsibility. 


The Waning of Foreign Influente 


With the establishment of the Na- 
tional Government in Nanking in 1923 
came a new era. The Tariff Autonomy 
Treaties broke the main shackles with 
which China had been bound in Cus- 
toms matters, and the Government left 
no doubt who were to be masters. Not 
only were high tariffs quickly imposed 
and numerous sets of regulations intro- 
duced to enforce them, but it was laid 
down that the Customs staff, Chinese 
and foreign, were in future to be treated 
so far as possible on a basis of strict 
equality. No more foreigners were to 
be required, except for posts requiring 
special technical knowledge for which 
no qualified Chinese could be obtained. 
In a speech at a social function the 


Chinese Director General of the Cus- 


toms Administration made it clear that 
it was no business of the Customs how 
the Government chose to use the re- 
venue surplus, after loan and indemnity 
payments had been met, but that so 
long as the foreign staff worked effici- 
ently they would continue to be 
employed. 


Dissatisfaction among the Chinese 


staff had been growing for some years: 


it became more outspoken as the Na- 
tionalist forces advanced. The unrest 
was not directed solely against the 
foreigner, but was a symptom that the 
Chinese wanted a larger share in run- 
ning the Customs. The newly appointed 
Inspector General, Sir Frederick Maze, 
wisely made what many thought were 
too wide concessions. Among other 
changes, he appointed one or two 
Chinese to Commissioners’ posts, thus 
doing away once for all with the old 
tradition that a foreigner 
serve under a Chinese. The Communist 
propaganda of the previous years had 
had a specially strong influence on the 
junior ranks. They formed unions 
which became so troublesome that in- 
structions from the Ministry were 
finally necessary forbidding all such 
organizations except one Customs 
Chinese Staff Association, established in 
accordance with approved regulations 
and officered by the senior Chinese 
staff. The trend of feeling against the 
foreigner in the Service was largely 
checked (except of course against the 
Japanese staff) by the Japanese occu- 
pation of Manchuria in 1931. In the 


following year the attack on Chapei, a 
showed 
that, for all the new blood in her Gov- 
China was still weak, and 
that the Customs ‘on an international 
basis’ had its advantages. The Chinese’ 


Chinese section of Shanghai, 


ernment, 


middle thirties; 


could not 


staff were glad enough, too, to have 
foreign protection when threatened by 
Japanese bayonets. 


After the Japanese withdrawal from 
Shanghai there followed a period of 
considerable prosperity in China. The 
high tariff brought in a good revenue, 
but it also led to organized smuggling 
on a vast scale. Many foreigners were 
engaged to officer the ships to put it 
down. During this period responsible 
members of the Government came to 
regard the foreign staff not only as 
useful for efficiency but also as a valu- 
able asset in helping to preserve China’s 
credit abroad. Fresh foreign loans 
were always a_ possibility, and an at-. 
tempt to raise one on the security of 
the Customs revenue was made in the 
as an additional in- 
ducement the Government were even 
prepared to increase the foreign staff. 


At the same time the Government 
went to surprising lengths to encourage 
and protect the Chinese in the Service. 
When the value of silver fell heavily 
in 1931 many of the foreigners suffered 
hardship, especially those who had 
commitments abroad. An adjustment 
allowance based on the value of silver 
was accordingly introduced and, in 
order to preserve the principle of 
equal treatment, it was given to the 
Chinese staff as well. Since the aver- 
age Chinese required little or nothing 
from abroad and the cost of native 
produce had not risen much, many of 
the staff became extremely well off 
and clerks and other junior members 
of the Chinese staff were able to run 
their own cars. This enormous differ- 
ence between the treatment of the 
Chinese staff of the Customs and of 
other Chinese Government departments 
naturally caused much jealousy, and 
did harm in the years to come. For 
the time being, however, it sugared 
the pill of having foreigners in the 
Service for the Chinese, as most of 
them realized that, but for the for- 


eigner, they would not be nearly so 
well off. 


The War with Japan 


The war with Japan, so far as the 
Chinese Customs were concerned,. start- 
ed many months before the Lukouchiao 
incident of July 1937. From this time 
until the bombing of Pearl Harbour 
the foreign element in the Service was 
of special value to the Chinese Govern- 
ment. During the year before the 
outbreak of fighting the Japanese tried 
to undermine the Chinese economy by 
employing Japanese and Korean ruf- 
fians to smuggle enormous quantities 
of high-duty-paying goods into North 
China under the protection of extra- 
territoriality. Formosans also 
used in the same way for smuggling 
into Fukien. Some account of these 
episodes is given in Lin Yu-tang’s book, 
Moment in Peking. The Chinese in 
the Customs resisted manfully and 
many received injuries in the process, 
but, in general, parties of executive or 
preventive officers were led by for- 
eigners, while the senior Customs 
officials at all ports affected were for- 
eign. 
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When hostilities finally broke out in 
/ 1937, it was only the foreign staff that 
‘preserved the Inspector General’s (and 
the Chinese Government’s) control 
to any degree at all over ports occupied 
‘by the Japanese. As the war continued, 


the Japanese put increasing pressure on 


the Inspector General to appoint their 
nationals to senior positions at occupied 
‘ports. Since there were very few 
qualified Japanese left in the Service 
(after the withdrawal of a large num- 
ber at the time of the seizure of Man- 
churia), it meant appointing men from 
outside. Considering the strength of 
the Japanese position, it is surprising 
‘how large these demands were resisted; 
‘this indicates the respect that the Jap- 
anese paid to the ‘international charac- 
ter’ of the Customs. ._ At the time of 
the Pearl Harbour attack only three of 
the coast ports had Japanese Commis- 
sioners, all the other coast ports being 
under the charge of nationals of West- 
ern countries. 
The immediate benefit of this resis- 
-tance was not reaped by the Chinese, 


seeing that the revenue, apart from a 


deduction for Customs expenses, was 
deposited in Japanese banks and even- 
tually used by the Japanese. A strong 
element in the Government at Chung- 
king wanted the Inspectorate to be 
withdrawn from Shanghai altogether. 
Dr. H. H. Kung, the Minister of 
Finance, however, hesitated to order 
this step, realizing that it would simply 
have been an invitation to the Japanese 
to assume complete control over the 
Customs throughout occupied territory. 
“Of course it was hoped at the time that 
by some means or other the integrity 
of the Customs would be finally pre- 
served; but even as it was, a complete 
Split in the Service between occupied 
and unoccupied China was postponed 
till the end of 1941. In consequence 
the eventual reestablishment of the 
- Customs and reunion of the staff 


_ throughout China in 1945 was greatly 
Simplified. 


‘The Customs in the Second World War. 


_ The outbreak of war between the 
Western Powers and Japan opened a 
‘new era for the Customs. An immedi- 
ate split in the Service took place in 
December 1941, when all British and 
American employees in the Customs 
‘in occupied China were dismissed by 
the Japanese, and the Inspectorate 
General of Customs and all Custom 
Houses at occupied ports were placed 
under strict Japanese control. The 
Inspector General himself and the 
senior British and American Commis- 
sioners at Shanghai were for a time 
imprisoned in the Bridge House and 
Subjected to harsh treatment. After 
Some weeks’ delay, the Chinese Minis- 
try of Finance instructed one of the 
most senior of the British Commission- 
ers in Free China, Mr. C. H. B. Joly, 
who was then in charge of Tengyueh 
on the. Burmese frontier, to come ai 
once to Chungking to establish a new 
Inspectorate. 


At the end of 1941, out of a total 
foreign staff in the Customs of several 
-“hundreds, only about thirty were in 
Free China, of whom nine were full or 


Acting Commissioners. These latter 
were in charge of all the more impor- 
tant posts except Chungking, where 
there was a Chinese Commissioner. 
With this exception, Chinese were only 
in charge of three or four of the smaller 
places. Six senior foreigners returned 
from leave as soon as they could get 
passages in 1942. Chinese also gradu- 
ally made their way from occupied 
territory; but it was not until the end 
of 1942 that the most senior Chinese in 
the Service, the present Deputy Inspec- 
tor General, arrived. So |the main 
administrative task of establishing a 
new Inspectorate at Chungking and re- 
organizing the Customs through Free 
China to meet changed conditions fell 
on the foreigners. 


Owing to the intensified - Japanese 


blockade, by 1941 direct foreign trade 


between Free China and abroad had 
dwindled to a trickle. But the Cus- 
toms were far from idle. Apart from 
the need for much preventive activity 
to check the flow of prohibited exports 
and imports (which still found their 


‘way between occupied and unoccupied 


territory, however great. the difficul- 
ties), an impost was levied as a war 
measure on domestic goods moved to 
or from all places where there was 
a Customs establishment. In 1942 new 
regulations were issued making the 
levy more widespread; several new 
Customs districts were established in 
provinces where the Customs had 
never functioned before, and many 
new Customs Stations were opened 
throughout the interior, so that one 
Custom House had as many as thirty 
Stations under it. This new departure 
brought the Customs into conflict with 
other Chinese Government organiza- 


tions, who shared the common feeling 


of jealousy and prejudice against the 


_ ‘Foreign Customs.’ A department which 
collected Income Tax and :also a form 


of excise, in theory levied at the fac- 
tory but actually on goods in transit, 
thought it should have a monopoly of 
internal taxation, their main argument 
being that they could operate*at lower 
cost. The Customs had to fight hard 
to be given sufficient work, as their 
maintenance grant depended in no 
small degree on the’ revenue they 
produced. For the Ministry had a habit 
of using the ‘cost of collection’ — or 
ratio of expenditure to collection — as 
a yardstick to asses a revenue-collect- 
ing organ’s efficiency. 


Growing inflation was to prove a 
more pressing threat to the survival of 
the Customs during the later years of 
the war. As prices rose frem tenfold 
to several hundredfold, the Govern- 
ment grants to the Service became 
quite insufficient to provide a reason- 
able standard of living for the staff. 
Additional allowances always failed to 
keep pace with rising costs. At one 
time the staff in some places could not 
even buy enough rice for themselves 
and their families, let alone meet any 
other expenses. This difficulty was to 
some extent overcome by the issue in 
kind of allowances of rice and a few 
other necessities. The Customs staff, 
which before had been treated so 
favourably, were now given the same 


as other Government’ tax-collecting 
departments, and much less than the 
Government Banks and Post Office. In 
spite of a regulation forbidding resigna- 
tion, some of the best of the junior 
Chinese staff left the Service. . With 
their office experience and good know- 
ledge of English they got far better 
paid jobs elsewhere. The foreign staff, 
being given an allotment in. sterling, 
were considerably better off, but some 


of them, too, had difficulty in making 
meet. 


Corruption, the inevitable result of 
underpayment, quickly followed. When 
the staff could not buy enough even of 
the bare necessities with their pay, 
they were compelled to try other means 
to increase their income. A few did 
other kinds of work after office hours; 
but many followed the easiest course 
of accepting donations or bribes. As 
time went on and the currency con- 
tinued to depreciate, only the most ~ 
responsible held out against temptation. 
Accusations and _ investigations multi- 
plied. In 1947 the Government made 
a scapegoat of the Shanghai Commis- 


sioner, a Chinese, when a serious case 


of fraud was disclosed among his staff; 
but the scourge had by then grown far 
beyond individual control. The few 
foreigners left were nearly powerless. 


The Transformation of the Service 


For by the end of the war the roles of 
the Chinese and the foreigner in the 
Customs had been almost reversed. The 
number of foreigners in Free China 
had dwindled to ten. A few of the 
more senior men had been allowed to 
retire, and the whole of the Outdoor 
Staff in Free China had been paid off 
because there was insufficient work for 
them. Only three of the Customs dis- 
tricts had a foreigner in charge. When 
the occupied coast ports were reopened 
after the war, the Government ordered 
that Chinese were to be placed in 
charge of all the major ports except 
Kowloon (Hongkong), where by agree- 
ment the senior official had to be Bri- 
tish. Although some 200 foreigners re- 
joined the ranks of the Customs on 
their release from internment, the same 
policy, except for one short interlude 
at Shanghai in 1946, has been main- 
tained ever since. At the time of 
writing only four ports besides Kow- 
loon are under the charge of foreigners. 

The reason for the change is not sole- 
ly nationalism. It has also come about 
because the foreigner is no longer as 
big an asset as he was. The time for 
loans secured on the Customs revenue 
is past, and the foreigner is no longer 
wanted to deal with the delicate ques- 
tions caused by extraterritoriality. The 
Government have said from time to 
time that they do not wish to get rid of 
the foreign staff, and certainly they 
have not shown as great a desire to pay 
them off as most foreigners have to 
get their pensions and leave. 


The attitude of most of the Chinese 
staff towards the foreigner would prob- 


ably not have changed much, were it 
not for the great difference in pay be-. 


tween foreigners and Chinese brought 
about by the inflation. This difference, 
which grows ever greater as inflation 


108 


FAR EASTERN ECONOMIC REVIEW 


4 


January 26 


rises, is due to the sterling allotment 
given to the foreign staff, without which 
they would not be able to remain in the 
Service. There are a few ambitious 
Chinese who naturally want the for- 
eigner to leave in order that they may 
more quickly reach the highest posi- 
tions. But the average Chinese in the 
Service is reluctant to assume respon- 
sibility and content to remain in a sub- 
Ordinate capacity. The steady respon- 
sible worker, especially the senior, who 
has the interest of the Service at heart, 
will probably still be sorry to see the 
foreigner go, because he knows that 
Standards will decline. But unfortu- 
nately the difference in pay, aggravated 


by discontent at their own grossly in- 


adequate wage, has given rise to much 
jealousy at the foreigners’ more favour- 
able treatment. It is unlikely now that 
the former harmonious relations will 
ever be restored. 


The feeling of the Chinese public to- 


wards the foreigner in the Customs has 


varied according to the individual’s 
personal outlook and interests. Mer- 
chants and business men have on the 
whole been glad of the foreign adminis- 
tration because they have known where 
they stand and have always had a fair 
deal. But to those whose national feel- 
ings predominate, the control of for- 
eigners has been a constant source of 
annoyance and humiliation (as shown 


in Dr Sun Yat Sen’s Three Principles), 


even though they may be proud of the 
Service in their hearts. It is seldom 
that a reference to Sir Robert Hart in 
the Chinese press gives a true appre- 


ciation of the services that he rendered; 


the tendency is to belittle or ignore his 
achievements. | 


In looking back over the past years 
one can see that the natural Chinese 
prejudice against the ‘Foreign Customs’ 
carried with it one advantage. The 
Ministry, as is usual in dealings, be- 
tween a Chinese Government superior 
and a subordinate, but especially when 
the subordinate is-a semi-foreign in- 
stitution, was more lavish with its cen- 
sure than its praise. After the Na- 


_ tionalist Government came into power 


sympathetic 


in 1938, it soon became obvious not 
only that they had plenty of changes to 
make, but also that they were quick to 
pounce on any delinquents — whether 
the luckless individual was a Commis- 
sioner or a junior member of the Out- 


door Staff. This desire to probe was 


aided by the propensity of the average 
Chinese with a grievance, whether real 
or imaginary, to petition the Govern- 
ment at all levels, from the Prime 
Minister downwards. 
petitions bore a false name and address 
of the petitioner, or, in fact, were 
anonymous, but they still had to be 
investigated. Responsible members of 


the staff soon learnt that no complaint 


was too trifling to be ignored and that 
all enquiries and requests should be 
given prompt attention. The feeling 
that one had to be prepared to defend 
any action taken before a not too 
judge undoubtedly kept 
men on their toes and _ contributed 
largely to the maintenance of as high 
a degree of efficiency as in any civil 
service in the world. | 


Frequently the. 


available should be engaged. 


Prospect and Retrospect 
Finally, a word should be said about 


the foreign staff. Among themselves, 
the foreigners in the Customs Service 


achieved a degree of harmony, friend- 


liness, and co-operation that is prob- 
ably unique in an international staff. 
Over a dozen Treaty Powers were re- 
presented, and it was not unusual for 
an Assistants’ Mess to consist of five 
men each of different nationality. As 
every one joined the Customs when 
still young — it was very rare for a 
man over twenty-three to be engaged 
for the Indoor Staff — those who lived 
and worked together for a number of 
years became in course of time so in- 
timate that nationalities were almost 
compleéely forgotten. Most men, re- 


gardless of nationality, put loyalty to — 


their Service and to China first. This 
would probably have been true of the 
Japanese also, if it had not been for 
the pressure to which they were sub- 
jected — and even among them there 
was one man who risked death for him- 
self and his family rather than join the 
‘Manchukuo’ Customs. However black 
the situation looked — and the history 
of the Customs has been a series of 
continuing crises — their have always 
been men determined to stick it out at 
whatever cost to themselves. The In- 
specor General and handful of foreign- 


ers who have decided now to stay with 


the Service as long as they are wanted 
deserve a special tribute. Few Chinese 
has realized the loyalty and unselfish 
devotion to duty with which they have 
been served. 

It is interesting to speculate to what 
extent the employment of foreigners 
in the Customs will have a lasting 
effect in China. The system of Coastal 
Lights and Aids to Navigation and the 
Post Office, which owned their origin to 
the initiative and energy of Sir Robert 
Hart and the able men who helped him, 
will certainly continue in some shape 
or form. So far as the Customs Ser- 
vice itself is concerned, progress in 
transferring responsibility to the Chi- 


nese has been uneven; if during the 


years up to 1941 it was too slow, since 
then it has been far too rapid. None 
the less, when the need _ arose, there 
were a number of capable Chinese 
ready to fill the more important ad- 
ministrative positions. Experience 
with what used to be called the Out- 
door Staff (now the Executive, Ex- 
amining, and Appraising Staffs) has 
not been so fortunate. These are the 
men who board’ steamers, supervise 
discharge and loading, carry out 
patrolling and other preventive work, 
and examine and appraise cargo.. With 
the stoppage of foreign trade and sea- 
going shipping after 1941, this branch 
of the staff suffered a special handicap 
by having no opportunity to gain ex- 
perience in their normal work for four 
years. But there is also a deeper 
reason. For a number of years, Chi- 
nese for the Outdoor Staff (unlike for- 
eigners) have been recruited from men 
with much the same _ education and 


‘social background as the Indoor or 


Administrative Staff. The danger of 
the system was originally pointed out, 
but it was ruled that the best men 
Many 


the war dishonesty was 


service on modern lines in China. 


Chinese in the Outdoor Staff have con- 
sequently resented their position of 
inferiority; this attitude has diminished 
their efficiency. It has been far harder 
therefore to find suitable Chinese to 
replace foreigners in the highest posts 
of the Outdoor Staff, and many more 
foreigners are still retained in this 
branch. Various measures have been 
taken to remove the cause of dis- 
content, such as creating the rank of 
Deputy Commissioner in the Outdoor 
as well as Indoor Staff, and making the 
highest posts in the Service in theory 
open to all; but it is doubtful whether 
the system which has lasted for so 
many years under foreign administra- 
tion will remain satisfactory when only 
Chinese are employed. 

The most important point in the 
training and tradition oof any civil 
service—the maintenance of a strict 
standard of honesty—has unfortunate- 
ly been shattered by the long years of 
inflation and underpayment. Before 
as almost un- 
known in the Indoor Staff. Now, with 
the general decline in morale, corrup- 
tion among the Chinese is widespread, 
and even an Acting Commissioner in _ 


charge of a large port has been con- 


victed. There are, however, excep- 
tional men, especially among the senior 
staff, who suffer untold hardship and 
deprivation rather than lower the 
standards they have learnt. The 


» Chinese Commissioner at one port was 


called ‘The Foreigner’ by his fellow 


Chinese because he would not do any- 


thing dishonest. But he was so poor, 
although drawing a Commissioner’s 
pay, that when he fell ill his friends 
had to have a whip-round to help pay 
his hospital expenses. At another port 
a local Chinese official who wanted 
some regulation waived in his favour 
said with marked irritation to the Cus- 


‘toms Deputy Commissioner, a Chinese, 


‘The trouble with you Customs people 
is that you won’t compromise!’ Un- 
fortunately such outstanding men are 
gradually being lost to the Service 
without being replaced by any one of 
similar calibre. 
Perhaps in the end, the most lasting 
contribution of the foreigner will be 
the foundation of a permanent civil 
The 
next Inspector General—if there is one 
—will almost certainly be a Chinese, 
and will very likely be appointed from 
outside the Service. Some people think 
that, once the foreign Inspector General 
has gone, many of the senior Commis- 
sioners’ posts will also become political 
appointments, so that the Service will 


quickly descend to the level of the old . 


Chinese tax-collecting organs, where 
the officer-in-charge was appointed by 
influence from any walk of life, and 
when he was changed, as happened 
frequently, he took most of the staff 
with him. But there has been no sign 
of this tendency, so far as the writer 
has heard, either in the Chinese Post 
Office or in the Salt Administration, 
and it appears probable therefore that, — 
unless the Communists make drastic 

changes, the system of a permanent 


civil service will be maintained. 
(— PAH. in the Royal Institute of 
International Affairs’ ‘‘The World 
Today”’.) | 
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ECONOMIC REPORTS. FROM NORTH CHINA 


GENERAL BUSINESS 
As a result of the continued KMT 


‘blockade of Shanghai the entrepot trade 


of Tientsin, and with it the business of 
all merchants, is in a very prosperous 
state. The tonnage of cargo handled 
in Tientsin is rising month by month 
and the number of Central China busi- 
ness men establishing offices in Tientsin 
‘is always on the increase. Food and 
commodities produced in China and 
Manchuria are in plentiful supply and 
prices, though rising in line with cur- 
rency inflation, are cheap in terms of 


foreign exchange. The standard of liv- 


ing of the people generally has remark- 
ably increased over any period after 
the end of world war II and in many 
cases is also higher than before the 
“war. 

Imported goods are scarce but the 
‘public demand for them is not what 
it used to be; the population has learn- 
‘ed to do without imported consumer 
‘goods if they are classified as non- 
essentials. The austerity of North 
‘China is however not comparable to the 
“one observed in contemporary Britain 


‘where dependence on imported goods 


and raw materials, especially from the 


‘dollar area, is forcing the people to go. 


without many amenities of life. Not so 
in North China where the people are 
more than adequately supplied with 
food and there is no shortage in any- 
thing which the common people re- 
‘quire. The agricultural character of 


‘China and her wealth, which becomes 


only apparent in times of peace and re- 
construction, together with the tradi- 
tional frugality of the Chinese contri- 
bute to make China a country easy to 
live in and be content. | 

The new regime has so far brought 
prosperous living conditions to all and 
‘one; the bankers and traders have no 
reason to complain and, in fact, no sub- 
stantiated complaints are ever heard. 
‘There is growing conviction that the 
‘new regime has come to stay and that 
the officials in Peking are serious, hard 
working and _ clean-handed. Private 
trade is doing well and profits are high. 
Unemployment is hardly known though 
unskilled labourers abound. State en-- 
terprises are growing in scope and am- 
bition and the existing outfits are try- 
ing, and with success, to secure more 
business for themselves. But this is a 
natural process in a socialist country 
‘and there is little objection heard as 
long as private merchants can maintain 
themselves; which they have done so 
far with conspicuous success. 

The labour ‘front’ is quiet and there 


is no prospect for a change’ for the 


worse. Labour conditions are now 
‘much better than under the KMT. The 
trouble makers of former times are now 
‘peaceful and quiet as they know that 
they are under the control of the Labour 
“Office. 

_ Of course, people complain about high 
taxes. But that is to be expected as 
‘no taxes to speak of were paid former- 
ly. And the new government has no 
choice but to collect pretty stiff taxes. 
Either they have to do that or follow 


the KMT principle of printing bank 
notes in unlimited quantities. 

Inflationary pressure seems to hav 
come to a temporary end and with the 
issue of the government loan the state 
budget may be balanced provided, of 
course, that the loan is fully subscrib- 


,ed. There seems to be no doubt that 


this will be done. Financial conditions 
are getting more stabilised and con- 


fidence in the value of the People’s — 


Bank dollar is again rising. 

Tientsin is however, for all practical 
purposes, on a “millet standard”. This 
staple food of the Chinese in the North 
has become the financial barometer. 
As millet prices rise cost of living goes 
up, and vice versa. It might’ appear 
absurd to foreigners to see prices for 
any kind of commodity or service not 


_ tagged in PB$ but in catties of millet; 


the buyer of a certain commodity pays 
not millet but PB$ but the basis for 
price calculation is the daily millet 
price; thus if a book, a gown, a cap etc. 
costs x catties of millet, the actual price 
on the ‘day of purchase is x multiplied 
by the price of one catty of millet. 

Only prolonged financial stability and 
a balanced state budget (i.e. termina- 
tion of currency inflation) will bring 
about the return of normalcy in China’s 
economy. The hope is expressed 
everywhere — and it is not just a vague 
feeling — that 1950 will usher in this 
new period. : 


TRADE & COMMERCIAL 
DEVELOPMENTS 


North China Trade: March-December 
1949 


The North China Foreign Trade Con- 
trol Bureau during the period from 


March to the end of December, 1949 


approved a total of some 10,400 import 
and export applications. The total 
value of imports and exports during 
these ten months was US$105,291,312, 
of which exports occupied US$53,883,- 
969 and imports, US$51,407,343. 
During these ten months, exports 


against settlement of foreign exchange 


amounted to US$15,061,868, represent- 
ing 27.95% of the total value of ex- 
ports; exports on barter totalled US$ 
38,074,131, representing 70.66% of the 
total value of exports; exports without 
settlement of foreign exchange totalled 
US$747,969, representing 1.39% of the 
total. Imports against settlement of 
foreign exchange reached US$7,623,971, 
representing 14.83% of the total value 
of imports; imports on barter, US$ 
36,946,066, 71.87%; and imports without 
settlement of foreign exchange, US$ 
6,837,305, 13.30% of the total. 

Among the countries with which for- 
eign trade was conducted, Hongkong 
was the foremost in the total value of 
imports and exports. It amounted to 
US$52,862,322, occupying 50.21% of the 
total value of imports and exports. Of 
this figure, the value of exports (to 
Hongkong) was US$22,460,847, repre- 
senting 41.68% of the total value of 
exports (from North China); imports 


from Hongkong reached US$30,401,474, 


being 59.14% of the total value of ime 
ports. 


oJ udging by the above figures, the for- 


eign trade of North China has already 


surpassed that during the regime of 
the Kuomintang before the Liberation, 
and certain exports have reached the 
pre-war level. Due to the trade policy 
of “encouraging exports and limiting 
imports” and of “imports by means of 
exports” and the results of the control 
work, the Government has been able 
to obtain considerable amounts of for- 
eign exchange, to attain equilibrium 
between the import and export trade, 
and to export large quantities of agri- 
cultural products, by-products and 
handicraft articles. 


Business Conditions of the North China 
Import Company 


The business of the North China Im- 
port Company is steadily developing. 
The total imports to Tientsin in Octo- 
ber are valued at PB$10,700 million 
(converted at the then prevailing rate 
of exchange), of which imports by the 
Import Company represent 12.9%. Im- 
ports by the said Company represent 
15.6% of the PB$23,000 million imports 
of November. If imports on barter and 
free funds are excepted, of the imports 
on government-granted foreign ex- 
change, those made by the Import 
on represent approximately one 

alf. 

The goods imported by the Company 
are mainly equipment and materials 
needed for reconstruction, such as 
metals, machinery, electrical appliances, 
chemicals and miscellaneous’ goods. 
These are used, apart from supplying 


North China, also to supply the North- 


east, Central China and the Northwest. 
During November due to further cur- 
tailment of the scope of barter and 
general price inflation, the prices for 
imports soared rapidly; the Company 
dumped on the market through the 
Government Trust Company and the 
state owned Department Store large 
quantities of imported commodities 
valued at PB$3,000 million, resulting to 
some extent in the stabilisation of the 
prices of imports. | 

The present direction of the Com- 
pany is to develop further cantacts in 
markets abroad so as to import com- 
modities by direct deals and thus re- 
duce costs. Although some _ contacts 
have been established by the Company. 
with manufacturers in America, Eng- 
land, Germany, Japan, Belgium, India, 
the South Seas and Hongkong, yet 
these only represent a small proportion 
of the entire business of the Company, 
while the majority of the deals have 
still to be conducted through private. 
Chinese and foreign traders. Because 
of this, the Company is now formulat- 
ing measures to increase imports by 
direct dealing. | 


Barter Agreement between North China 
and Inner- Mongolia 


The North China Grain and Food 
Company, in order to increase grain 
supplies to North China and to keep 
grain prices stabilised, a month ago 
signed a barter agreement for cotton 
cloth against grain with the Department 


| 
| 
| 
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of Commerce of Inner-Mongolia. In 
accordance with this agreement, Inner- 
Mongolia is to ship 50,000 tons of coarse 
grain: in . three instalments to North 
China, the shipments to be completed 
in February or March of the coming 
spring. The transportation of this 


- grain already started in December, and 


the first shipment of 62 -railways cars 
arrived in Tientsin on 9th December, 
comprising 13 carloads of kaoliang and 
49 carloads of corn, totalling 1,860 tons, 


comprising 390 tons of kaoliang and 
1,470 tons of corn. 


Increase of Imports in November 


Foreign exchange transactions during 
November totalled US$ 3,095,362, repre- 
senting an increase of US$ 698, 000 over 
October. The exchange derived from 
exports involved in these transactions 
totalled US$ 1,700,608, representing 


54.95% of the grand total and an in- 


crease of US$ 81,000-over-October. The 
exchange for payment for imports in- 
volved in these transactions totalled 
US$ 1,104,967, representing 35.70% of 
the grand ‘total and an increase of US$ 
647,000 over October. This indicates 
that, with the curtailment of the scope 
for barter, foreign exchange derived 
from exports showed no prominent in- 
crease and the chief factor accountable 
for the increase of the amount involved 
in foreign exchange transactions in 


mencement of economic reconstruttio 
which requires large amount of foreign 


exchange for purchasing industrial 
equipment for the nation. 


November is the increase of imports. 
This latter is again to 


More Applications for Import and 
Export 


. Recently import -and export applica- 


tioris-have shown a notable increase, of 
which - applications for imports on free 


*. funds*and those for barter still occupy | 
a-Cohsiderable proportion. “To take the 


date’ of 12 December as. an example, 
applications for imports~ and exports 
against settlement: of foreign exchange, 


barter and free funds totalled on that ‘ 


date 162 (the average being less than 


100). Of these, applications for imports 
against free funds numbered” 40> 
(amounting to US$. 70,014 and HK$276,- 


941), the main imports applied for be- 
ing diesel oil, metals and western drugs. 
Applications for barter numbered 52 
(amounting to US$ 33,447 for exports, 
US$ 33,449 for imports, HK$ 423,828 for 


exports and HK$ 515,885 for imports), 


the main exports being herb drugs and 
hill produce and the main imports be- 
ing gunny bags, iron and steel. The 


barter trade applied for were mainly 


intended between Tientsin and Hong- 
kong. 


Egg Products Company 


Since its establishment at the middle 
of September, the state owned Egg Pro- 
ducts Company has exported 500 tons 
of egg products. Of these shipments, 
the largest quantity went to London at 
the end of November, amounting to 460 


tons. The Company has since Decem-_ 


ber established direct contacts with for- 
eign traders. The first shipment of 200 
tons of such direct deals Pending | ex- 


portation. Furthermore, the Company - 


with a view to promoting the export. of 
egg products during the coming spring 
will convene a meeting of all official 
and privately owned egg factories to 
study questions pertaining to the pro- 
duction and processing of eggs. 


Native Silk Products 


Fourteen local silk factories, includ- 
ing San Yu, Yu Feng, Mayar, are com- 


peting for the production of such native 


silk products as velvet, Parisian satins, 
crepe georgette, silk piece goods, lacque 
silk, to be exported in large quantities, 
have decided on improving their 
methods of production, by using Chi- 
nese native natural (cocoon) silk (in 


the past they were dependent on for- 


eign artificial silk), and it was decided 
to pool their efforts and form a Tientsin 
Silk Weaving Trade Production and 
Sales Joint Business Association, in or- 
der to facilitate the common develop- 
ment of the said trade and to achieve 
economy in foreign exchange. 

After liberation there were 45 fac- 
tories engaged in silk weaving, all of 
which had adequate machinery and 
equipment, but later due to the curtail- 
ment of the supply of raw materials, a 
few changed to the business of cotton 
weaving. At present there are 14 fac- 
tories engaged exclusively in silk weav- 
ing, having a total of over 200 machines 
at their disposal. Apart from this there 
are among the factories which have 
changed to cotton weaving and which 


have suspended business over 600 ma-. 


chines, Messrs. Hu Chen 
Tsu-hsien, managers of San Yu and Yu 
Feng Factories respectively, have come 
to the conclusion that exports of silk 
products from Chinese natural silk are 


The North China Bristles Company 


_has recently instructed all its branches 


to equilibrate the buying prices at dif- 
ferent localities, that is, the delivery 
price at Tientsin should be PB$ 320,- 
000,000, including freight charges, ex- 
penses ‘for assorting, etc. 


Flour Mills 


Flour mills processing wheat into 
flour for the state owned North China 
Food and Grain Company have now in- 
creased to nine, with a total output of 
20,000 bags of flour per day. This 
amount is sufficient to meet the needs 
of all quarters. 


Tientsin Cotton 


-. The Cotton Exchange opened on Dec.. 


21. The Bureau of Industry and Com- 
merce convened previously a meeting 
of public and private cotton mills and 
cotton dealers. As a result of this meet 
ing, rules governing the business of. the 
Cotton Exchange were decided upon,, 
to wit: (1) A handling charge of 1% 
will be collected, this is to be borne: 
by the buying and selling parties. (2) 
Goods exchanged shall temporarily take: 
the medium-grade cotton as standard. 


(3) In quality, cotton containing not. 
more than 12% of moisture and impure: 
elements shall be qualified. (Namely, ~ 


moisture not more than 11% and im- 
pure elements not more than 1%). (4) 
When disputes arise as to the quality,. 
they shall be settled by arbitration by 
the Commodity Testing Bureau. (5) 
The hours for the transactions shall be 
from 10 a.m. to 1 p.m. The Exchange 
will be closed on Sundays. | 


* * * 


more. profitable than products made | | 


from artificial silk, but that the possi- 


bilities of each factory are limited. 


Dispiay at Shihchiachuang | 
The. ‘Tientsin ‘Commodity “Testing 


Bureau with the -idea of improving the 


quality of -products-of the various rural 
areas in North China, and to maintain 
the standard of export commodities, 


‘has on 23rd December, shipped many 


of the samples of standard goods, re- 


cently displayed at the Industrial Ex- 


hibition in Tientsin, together with 

photographs of the method of testing 

goods, to Shihchiachuang, where they 

se displayed at the Industrial Exhibi- 
on. 

The Tientsin Industrial Exhibition 
was a success in every respect and it 
was therefore decided to hold similar 
exhibitions in future both in that city 
and in other North China cities. _Ex- 
hibitions are, apart from stimulating in- 
terest among traders, also considered 


valuable as promoting education among 
the people. 


Purchase of Bristles 


The buying price of bristles by the 
state owned Bristles Company has re- 
mained at PB$ 320,000,000 per _ set. 
Large quantities have been purchased 
by the said Company at an average of 
one set a day; during the first twelve 


days of December, 60,000 catties were 
bought. 


FINANCIAL DEVELOPMENTS IN 


TIENTSIN AND PEKING. 


"The Soviet’ ruble has now | 


quoted officially by the Bank of China. 
but no-transactions are taking place as. 
commercial relations ‘between China 
and the: USSR continue on Government. 
account basis. It was however consi- 
dered necessary, in. view of the close. 
relations between China and Russia,. 
that the ruble was to be quoted just as. 
other foreign currencies. 
rates as announced on Dec. 23 were as. 


_ follows (in PB$ per one foreign cur- 


rency unit, bank’s selling):— 

Rubles 4339 (TT Moscow), US$ draft. 
23,000, US note 20,700, TT London 
64, 400, pound note 42, 933, TT Hongkong 
3498, Hongkong note 2098. 


Crossrates were: 5.30 rubles per US$, . 


14.84 rubles per £, and HK$1.2405 per 
one ruble. ‘The sterling/US$ crossrate 
works out at 2.80 which is the official 
London/New York rate, however, the 
Bank of China always quotes for busi- 
ness transactions sterling at a cross of 
US$2.40 to 2.45 (on line with Hongkong. 
free market developments but usually 
fractionally lower than Hongkong 
banks). 

Domestic remittance rates in Tientsin. 
were at the end of last year: on Nan- 
king 1010, Hankow 1060, Sian 1040, 
Tsingtao 1060, Shanghai 1010. The un- 
official market quotes approx. similar 
rates. 


The official 


~ private 
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area rates show a steadily. lower 
trend, testifying to the improvement in 
the pesition of the PB$. The merchant 
money market quotes somewhat higher 
rates than the following official rates: 
daily interest rate for inter-bank loans 
PB$12, and for commercial loan PB$19 
per PB$1000. Interest rates for deposits 
(per PB$1000 per one day expressed in 
per mille):—current accounts in banks 
4: in money shops 5 to 6; fixed deposits 
in banks 8; in money shops 10. 

Manchurian exchange is steadily ad- 
vancing in terms of People’s currency. 
From around 200 North-east yuan 
(dollar) earlier last year it gradually 
advanced to NE$20 per PB$l. It is 
expected that the NE$ and PB$ will 
soon be quoted at par and thus the 
currency difference as has existed in 
1949 will become a thing of the past. 
The progressive improvement of the 
NE$ in, terms of PB$ reffects sound. 
economic conditions in Manchuria but 
it also shows the depreciation of the 
PB$ in terms of commodity prices. The 
inflation and general advance in. prices. 
in China, particularly during. last 
autumn, have caused a higher exchange 
rate for the NE$ as a result of relative 
financial stability in Manchuria. As is 
generally admitted, Manchuria forms 
an economic unit quite different in 
structure and administration from the 


rest of China. The wealth of Manchuria | 


and the assistance rendered that coun- 
try by a large and ever increasing. 
number of Russian advisers, technicians 
and experts have brought about favour- 
able economic results in 1949. 

The rise in cost of living in North 
China is best reflected in the figure of 


the parity deposit unit also called 


standard unit of the commodity index 
Savings (ie. the price of a number of 
essential commodities is being taken as 
the basis of calculation of the rise of 
prices generally). 
the unit stood at PB$3049.36 while only 
Six months earlier it was around 500. 
War operations and an unbalanced state 
budget have caused advance in prices 
all over China but by the device of the 
‘commodity index savings unit’ the 
population could, by & large, escape 


from the ill-effects of currency infla- 
tion. 


Loans & Deposits in “Commodity | 

Index. Units” 

In order to divert idle 
production and absorb surplus com- 
mercial capital to supporting medium 
and small industrial enterprises, the 
banks and money shops of 
Tientsin have respectively formed con- 
sortiums for introducing experimentally 
the business of commodity index de- 
posits and loans. 

The First Consortium comprising the 
China State Bank and thirteen others 
extended in November two commodity 
index loans, one of 85,000 units to Yao 
Hua Glass Company (already repaid) 
and another of 20,000 units to Tan Hua 


Match Works; it collected from. various. 


banks commodity index deposits of 
over 2,000 units. The second Con- 
sortium comprising the Young Brothers 
Bank (Chu Hsing Cheng) and 11 others 
has raised 60,000 units (5,000 units each 
bank) and “extended loans of over 


At the end of 1949 


capital into. 


33,000. units, the interest rates being 
15% per month. The latter consortium 
intends to loan out all its reserve fund 
before it accepts commodity index de- 
posits, as this type of business is still 
at an experimental stage. In addition, 
the 90 money shops of Tientsin have 
collected a joint fund of PB$600,000,000 
and are ready to go into this business. 
The fund was shared by various money 
shops. The Joint Office will be estab- 
lished at the site of the Chih Yuan 
Money Shop, the business will be con- 
ducted in proportion to the shares of 
all participating money shops in the 
joint fund, but the Joint Office will be 
responsible externally. 


_ The common difficulty of the three 
financial blocs is the fear that the de- 


posits. may prove far in excess of the 


loans, in which case, the disposal of 


the ‘differences would be a_ problem; 
they, therefore, are now approaching 
the People’s Bank for support in this 
respect. 

At the moment, the business of the 
Second Consortium is more active than 
that of the First. Furthermore, there 
are individual banks which are not 
actively interested in this type of busi- 
ness. On the other hand, the reflections 
of medium and small factories are: this 
type of commodity index loans, in its 
support of productive enterprises, 
proves to be more reasonable than loans 
in currency, for it facilitates cost ac- 
counting and. helps systematic produc- 
tion. Nevertheless, the commodity 


index unit is based on grain and cloth > 


and is therefore not suitable for the 
calculation of industrial. cost. 
be better if the wea could be industrial 
products. 


Peking Stock Exchange 

The Peking Branch of the People’s 
Bank, in carrying out the resolution of 
the 2nd Peking All Circles Representa- 
tives Conference regarding the guidance 
of idle capital into development of 
production, has made _ plans for the 
opening of the Peking Stock Exchange. 


The plans were approved by the 


Finanee Committee of. the State Ad- 


ministration Council of the Central 


People’s Government. The Exchange 


will register brokers at 15, Shih Chia, 


Hutung, Chienmen’ Wai. The Provi- 
sional Rules for the Control of the 
Stock Exchange are as follows:—1,. The 
Peking Stock Exchange has been estab- 
lished for the performance of transac- 
tions in stocks and shares, having been 
granted approval by the Finance Com- 
mittee of the State Administration 
Council of the Central People’s Gov- 
ernment, and registered with the Pek- 
ing City People’s Government in order 
to guide idle capital, develop produc- 
tion, encourage 
economic prosperity. 2. The Stock 
Exchange is the lawful place for trans- 
actions in stocks and shares and. any 
transactions outside the Exchange shall 
be prohibited. 3. In order to protect 
the interests of investors, all companies, 


‘placing their stocks and shares on the 


Stock Exchange, shall at definitely 
specified periods report the state of 
their business requesting same to be 
published by the Stock Exchange. 
Whenever necessary, the Stock Ex- 


It. would: 


investments, and for - 


change can at any time investigate the 
state of affairs and: business of any 
company. 


WHOLESALE PRICES & cost OF 
LIVING 


North Prices Index 


Compiled the Economic Research 
Institute University. 

Period: 3rd week, December, 1949 (14 to 

20, December). 

July, 1936 to June, 1937=1, 

Simple geometric average. 

‘Compared. 

Current with last 

Index week 
~1. General Index 14,039.375 + 0.74% 
2. Classification by 

usage 
11,600. 412 + 3.74% 
Textile products 12, 909.926 + 2.55% 
22, 131.964 — 2.14% 
Building mate- 

ae 14, 647. 304 — 3.10%, 
Chemicals .... 17 373, 688 + 5.03%. 
Miscellaneous . 12, 044.429 + 247% 

3. Classification by 
manufacture: 
Materials and 
agricultural 
foodstuffs .. 11,244.339 + 1.39% 
Agricultural 
foodstuffs ., 12,292,929 + 5,73% 


Other agricul- 
tural products 5,886.159 + 9.45%, 


Animal pro- 
10,088.656 — 3.22%, 
Forestry 
Products . 11,074.332 —28.86% 
Mineral | 
products . 12,486.638. + 1.27%. 
Manufactured. 
17,936.409. + 0.45%. 
Producer’s 
22,357:431 + 1.08% 
Consumer’s 
13,676.271 — 1.28% 
Tientsin Workers’ Cost of Living Index. 
Compared, 
Current with last 
Index week 
General Index (1) 10,555.36 + 1.23% 
General Index (2) 12,135.73 + 1.23%. 
Foodstuffs ..... 11,003.59 + 2.86% 
Clothing. ....... 16,658.15 + 2.08% 
Fuel and water .. 15,149.41 — 4.27% 
House rent ..... 5.05 even 
Miscellaneous ... 16,114.34 -+ 2.10% 


Note: General Index (1) includes. house 
rents while (2) does. not, 


* 


PEOPLE’S VICTORY BONDS 


Notification of the Ministry of Finance, 
Central People’s Government, 
Entrusting the People’s Bank with the. 
Emission of the People’s ;Mictory, 

Bonds. 


(1) The People’s Bank has eta 
entrusted with the printing, emission, 
calculation of value, promulgation, col~ 
lection of moneys from. bonds, payment 
of. interest, redemption, cancellation and. 
all other technical: matters pertaining. 
to the: First: Issue of the 1950. People’s 
Victory. Bonds. 

(2). The People’s Banks and the 
subordinate banks as well: as all other 
organs in various localities commis- 
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sioned. with the distribution, and sale 
of Victory Bonds, prior to the said 
Bonds reaching them, for moneys re- 
ceived from subscribers shall issue 
“temporary receipts,’ to be exchanged 
for the Bonds upon arrival. | 

(3) The period of emission shall be 
from 5th January to the end of March, 
1950, interest to start from Ist April. 
Those who subscribe during the period 
of emission, the Government taking 
into consideration their interest in early 
purchase has stipulated that those who 
subscribe and pay in the money during 
the period from 5th to 3lst January, 
1950, shall receive an additional interest 
of 2/12th p.a.; those between Ist Feb- 
ruary and the end of February—1/12th 
p.a.; those subscribing during March 


shall not benefit by this special addi- 


tional interest. 

(4) The money for the Bonds must 
be paid in People’s Currency, provided 
that for the convenience of those pos- 
sessing gold, foreign currencies or for- 
eign drafts when making payment for 
the Bonds they shall be especially 
allowed to exchange gold, foreign cur- 
‘ rency or foreign drafts at the appointed 
banks at the officie rate of exchange, 
provided that such. amount does not 
exceed the value of the purchased bond 
by 30%. 

(5) The People’s Bank will allow a 
commission to all organs entrusted bz 
it to sell Bonds, amounting to 5 per mille 
of the amount collected from the sale 
of the Bonds, but shall not make any 
other allowances. 

(6) All foreigners residing within 
the territory of China and their enter- 
prises, wishing to subscribe to and 
purchase these Bonds, shall be accorded 
the same treatment with our citizens. 


“Rules Governing the First Issue of the 
People’s Victory Commodity Index 
Bonds of 1950.” 

Art. 1.—The Central People’s Gov- 
ernment of the ,People’s Republic of 
China, in order to support the war of 
the people’s liberation and to hasten 
the unification of the whole nation so 
as to facilitate the stabilisation of the 
people’s livelihood and place the nation 
on the way toward economic rehabili- 
tation and development, will issue 
“People’s Victory Commogity Index 
Bonds of 1950.” 

Art. 2.—The collection and the pay- 
ment of capital and interest of these 
Bonds shall all be calculated on the 
basis of cemmodities. Each unit shall 
be called a ‘“fen’’, the total issue shail 
be 200,000,000 “fen” and shall be issued 
by installments during the year 1950. 
The total amount for the first install- 
ment shall be 100,000,000 “fen”, which 
shall be issued as from 1 January. 

Art. 3.—The value of each “fen” of 
these Bonds shall be calculated on the 
following basis: 

(1) The commodities contained in 
each “fen” are: six catties of rice (millet 
for Tientsin), one and a half catties of 
flour, four feet of white shirting and 
sixteen catties of coal. 

(2) The prices of the above-men- 
tioned commodities shall be. determined 
on the basis of their wholesale prices 
in the six cities of Shanghai, Tientsin, 
Hankow, Sian, Canton and Chungking 
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Economic Developments 


SHANGHAI 
For the period Dec. 20—30, 1949, 


Activity in Shanghai was generally 
quiet for the 10-day period preceding 
the end of the year. Threats of police 
action, particularly against black mar- 
ket operators and loan sharks, appear 
to have been mainly responsible for 
the comparative lull rather than any 
economic stability. 


Banking and Finance:—On Dec. 27 
the Bank of England froze all Chinese 
accounts. Ten suspended banks _ in 
Shanghai have applied for permission 


in Shanghai & Tientsin — 


to reopen but with the proviso that. 


employees keep an eye on the practices 
of management. 


Official US dollar exchange rates 
were increased on December 23 to PB$ 
21,000 for commercial drafts and to 
PB$18,500 for currency notes. At the 
some time, the rates for pound sterling 
were advanced to PB$50,000 for tele- 
graphic transfers and to PB$43,300 for 
notes, while Hongkong dollar rates were 
raised to PB$3,150 and 2,200 respec- 
tively. These rates remained unchanged 
through December 30. (Crossrates were 
as follow at the end of last year:—US$ 


and calculated by the formula of 
weighted composite average, the 
weights being: Shanghai, 45%; Tientsin, 
20%; Hankow, 10%; Canton, 10%; Sian, 
5%; ‘and Chungking, 10%. 

(3) The currency equivalent of each 
“fen” of these Bonds shall be calculated 
by the People’s Bank of ‘China in ac- 
cordance with the method of calculation 
as stipulated in (1) and (2) and shall 
be published once in every ten-day 
period; the average currency equivalent 
of each “fen” arrived at during the 
preceding ten-day period shall be taken 
as standard for the collection and pay- 
ment of funds for these Bonds for the 
current ten-day period. For instance,,. 
the average currency equivalent ‘of 
each “fen” arrived at between the Ist 
and 10th of the month shall be publish- 
ed on the 11th and shall be the standard 
for the collection and payment of funds 
for these Bonds for the period from 
the 11th to the 20th. 

Art. 4—The face values of these 
Bonds shall be divided into four cate- 
gories, namely, one “fen”, ten “fen”, 
one hundred “fen” and five hundred 
“fen’’, 

Art. 5.—These Bonds shall be re-paid 
by five installments during five years; 
beginning from 1951, there shall be a 
repayment of the capital by drawing 
lots on every 3lst March of each year. 
The first payment shall be 10% of the 
total, the second payment shall be 15% 
of the total, the third payment: shall be 
20% of the total, the fourth payment 
shall be 25% of the total, and the fifth 
payment shall be the remaining 30% of 
the total. 


Art. 6.—The interest rate for these 


Bonds shall be 5% per annum, and the. 


interests shall be paid in accordance 
with the standard of calculation by 
commodity index as provided in Article 
3 of these Rules. Beginning from 1951, 
interest shall be paid annually on 31st 
March. 

Art. 7 —Purchasers of these Bonds 
shall pay in the People’s Bank currency 
in accordance with the currency equi- 
valent of each “fen” as published by 


the People’s Bank of China at the time 


of payment in exchange for the Bonds. 
The payment of capital and interest 
shall also be made in accordance with 
the currency equivalent of each “fen” 
as published by the People’s Bank of 
China at the time of payment. 

Art. 8—Matters pertaining to the is- 
suance and the payment of capital and 
interest shall, as per instructions, be 
conducted by the People’s Bank of 
China and its subordinate organs; in 
areas where the People’s Bank of China 
has not yet set up subordinate organs, 
other organs may be appointed by the 
People’s Bank of China as agencies. 

Art. 9.—These Bonds shall not be 
circulated in the market in the place of 
currency, nor may be used as collateral 
in national banks and shall not be 


bought and sold as a medium of specu- : 


lation. 


Art. 10.—Persons who forge these 


Bonds or undermine by unlawful acts 
the credit of these Bonds shall be pun- 
ished by law. 


Art. 11—These Rules shall take effect 
as from the date of promulgation. 


Table Showles the Repayment of Capital and Interest of the 1950 
People’s Victory Comnodity Index Bonds. 


Outstanding: Amount of (Unit: “fen’’) 
Year Amount Time Capital Interest Total 

repaid paid payment 

90,000,000 2 15,000,000 4,500,000 19,500,000 . 

75,000,000 3 20,000,000 3,750,000 23,750,000 

30,000,000 5 30,000,000 1,500,000 31,500,000 

Victory Bonds Value of “Fen” Canton, Chungking and Sian, has 


The Head Office of the China People’ s 
Bank, on the basis of the average prices 
of rice, flour, cloth and coal, in the 
cities of Shanghai, Tientsin, Hankow, 


stipulated that the official value of each 
“fen” (point) of the People’s Victory 
Bonds for the Ist 
January, 1950, shall be PB$14,055. 


10-day period of 


of 7.04. 


1950. 
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‘2.381 per £, HK$6.667 per ‘US$, HK$ 
15.873 per £Y. 

The ruble isto be quoted on the 
‘Shanghai exchange beginning on Jan- 
cuary 2. (The ruble is already being 
quoted in Tientsin with a rate equiva- 
lent to about 20 cents in US currency, 
which approximates the rate that has 
‘been in effect for some time in the 
United States, i.e., US$0.1887). 

Because of the easy money market, 
‘the daily curb interest rate remained 
at 1.5 percent. until December 28, on 
which date it rose to 1.8 percent, mark- 
ing the first tightness the market has 
-sshown in the past 3 weeks. On the 
following day, December 29, the rate 
rose to 2 percent. 

Despite the rise in the parity deposit 
unit rate to 2,983 on December 23, the 
upward adjustment in the US -dollar 
rate on the same day resulted in ratio 
At the year’s end, the ratio 
between the pardep unit and the dollar 
was 7.05, the most favourable thus far 
obtained. 

Foreign Trade:—The deadline for 
registering goods imported under former 
KMT licenses has been extended for 
the fourth time, this time to January 
20. As before, however, importers are 
reluctant to bring in goods that have 
already been paid for in hard currency. 


Importers were also given until August. 


30 to import in order to keep their 
status. The original rules called for 
importers who had been inactive for a 
6-month period to lose such status. — 

Exporters are trying to push over- 
seas markets for chinaware. The main 
supply for this commodity is Chinteh- 
ching where factories had been closed 
since the war. 

The Foreign Trade Control Bureau 
has recommended Lienyunkong (Kiang- 
su Province) as a new port in an effort 
to counteract the Nationalist blockade. 

Payment of customs duties at Han- 
kow has been discontinued, thus ending 
the collection of internal river charges. 

Transportation:—The Canton-Hankow 
railway is now open, thus providing a 
direct rail link between South and 


North China. Shanghai is also con- 


nected by direct railway service with 
Canton. 


Telecommunications:—China has sign- 
ed a postal and telegraph agreement 
with North Korea. Telegraphic service 
between Chungking and Chengtu has 
been reopened. 

Labour:—New Year bonuses are paid 
as pardep units deposited in the Peo- 
ple’s Bank in an attempt to prevent 
such payments from inflating commod- 
ity prices. (It is expected that private 
enterprises in Shanghai alone will pay 


workers an estimated total of PB$150 


billion in bonuses, the equivalent of 
about US$7.5 million. 


Commodities:—Tung Oil: The East 
China Foreign Trade Control Bureau 
has set the export floor price of tung 
oil, in bulk or drums, to New York at 
24 cents a pound c.if. These prices do 
not include commissions which may be 
added to the base price. The foregoing 


is applicable to both North and South 
China. 


Bristles: The East China Foreign 
Trade Control Bureau also announced 
regulations covering the export of hog 
bristles, the salient provisions of which 
follow: 
vinces of Shantung, Anhwei, Kiangsu, 
Chekiang, and Fukien are controlled by 
the China Bristle Processing Corpora- 
tion. (2) Hog bristles, 2% inches in 
length, dressed 40 to 70 percent tops 
are considered suitable for export. (3) 
Essential export will be of bristles 
equal to No. 17 assortment. (4) The 
above corporation will fix and announce 
a daily purchase price. (5) Export 
agents will be appointed from local 
firms that have been in business for at 
least 3 years and have exported an 
average of US$100,000 worth yearly. 
Export agents will receive 2 percent 
commission. 

The general inactivity of the market 
over the period under review is re- 
flected in the prices of leading com- 
modities on December 27 as compared 


. with the previous. week: 


Change over 


Commodity Unit Dec. 19 Dec. 27 prior week 
PB$ PB$ | (Percent) 

eee. (ist .. 172 lb. 134,000 140,000 4.48 
Bricks (briquettes) ...... do 215 215 


(A catty is equal to 1.1023 pounds.) 


TIENTSIN 
For the period Dec. 9—22, 1949. 


Foreign Trade:—In November the 
North China Foreign Trade Control 
Bureau approved export applications in- 
volving the equivalent of US$9 million, 
which is the highest figure recorded in 
the past 8 months. Exports of egg 


products topped the list, followed by 


hams, feathers and down, soya beans, 
chestnuts, and rugs. It is claimed that 
with the upward adjustment of official 
foreign exchange rates, the following 
profit margins are possible: 45 percent 
for walnut meat; 30 percent for straw- 
braid; 25 percent for horsehair; 15 per- 
cent for rugs; 30 percent for weasel 
skins; and 46 percent for fresh eggs. 


rapidly faded in significance. 


(1) All exports from the pro- 


Foreign exchange ‘transactions in 
November totaled the equivalent of 
US$3,095,362. an increase of nearly US$ 
700,000 over October. Of this amount, 
proceeds realized from exports occupied 
04.95 percent and import requirements 
made up 35.7 percent. Increased im- 
ports of industrial equipment for 
reconstruction, occupying 72 percent of 
total exchange requirements, were res- 


ponsible for the high import exchange 
percentage. 


Imports in November were made up 
of copper wire (15.18 percent of the 
total), gunny bags (13.91 percent), and 
radio equipment, tinplate, and lubricat- 
ing oil. Exports included woollen rugs 
and carpets (12.29 percent), walnut 
meats (8.37 percent), salt (5.63 per- 
cent), chestnuts (5.53 percent), and 
vermicelli (5.11 percent). The role of 
foreign establishments, however, has 
In Nov- 
ember it occupied merely 16.02 percent 
as compared with Chinese business 
with 83.98 percent in the case of export 
trade, while in import trade it went 
down to 8.07 percent in comparison 
with Chinese business of 91.93 percent. - 


The Navigation Bureau announced 
that foreign trade between Tientsin and 
other ports in November included the 
following tonnage figures: Hongkong, 
09,068 tons; Seattle, 29,058; San Fran- 
cisco, 22,818; Los Angeles, 7,606; New 
York, 5,580; Philippines, 3,210; and 
Nagasaki, 7,276. During November 49 
vessels entered and 42 cleared. Of the 
total, 51 were foreign vessels which 
included 15 British, 14 Panamanian, 8 
American and 3 Soviet. 


Commodities:—While prices of leading 
commodities in local currency revealed 
increases in the two-week period under 
review, the US dollar equivalents of 
these prices in some cases showed a 
drop thus indicating a lag in adjust- 
ments of the exchange rate to keep 
pace with the rise in prices. For ex- 
ample, while the retail price of rice 


went from PB$980 a catty on December 


8 to PB$1,050 on December 22, still the 
US dollar equivalent on both dates was 
the same, 5 cents. While the retail price 
of flour rose from PB$51,000 per 49- 
pound bag on December 8 to PB$54,000 
on December 22, the US dollar equiva- 
lents dropped from 2.78 to. 2.57 respec- 
tively. The same was true of the 
wholesale price of cloth which in- 
creased from PB$130,000 per bolt to 
PB$138,000 while the US dollar equiva- 
lent dropped from 7.22 to 6.57. 


Hongkong-North China Trade 


The increased trade between Hong- 
kong and North China in the last few 
months is apparent in the following 
table which shows the value of such 
trade in US dollars for July through 
October, 1949. For purposes of com- 
parison the same months in 1948 are 
also given. (The conversion rate to US 
dollars was made at US$1—HK$0.25, 
with the exception of October 1949, 
which was made at US$1—HK$0.175.)- 
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HK. Imports from. North China . H.K. Exports to. North China 


Month 1948, 1949 1948 
US$2,768,000.. US$4, 211,000 US$ 979,000 US$1,471,000. 
August 2,252,000 6,261 000 782,000 5,740,000 
September .. 931,000 - 180, 000 3, 617 000 7,607,000 
October 3,391, 000 ‘2 710, 000 2,867,000 5,356,000 
The customs house at Tientsin raised Dec. 10, Dec, 17 
all: dues and charges by 500 percent on PB$: PB$ 
December 10. United States dollars: 
Finance:—Official foreign exchange Currency rate .... 18,000 18,900 
rates were revised twice in the period Pound sterling: 
under review, on December 10 and TAUB: 50,000 58,800 
again on December 17. These upward Currency rate .... 33,340 39,200 
revisions in both the commercial draft Hongkong dollars: | 
rate and the currency or note. rate are 3,135 3,256 
shown below: Currency rate .... 2;090 2,170 


Review of Economic Conditions 
in Shanghai & Tientsin 


The Nationalist blockade continues 
seriously to affect the industrial and 
commercial activity of Shanghai. By 
mid-August it was estimated that in- 
dustries in this city were operating at 
only 40 to 50 percent—in some cases 
only 30 percent—of postwar production 
levels, with no immediate prospects for 
improvement. Although the export 
trade of Shanghai was negligible in 
August, consular-declared shipments to 
the United States were valued at slight- 
ly over US$1,100,000 in September 
owing to the running of the blockade 
by various ships. 

With -the economic stagnation of 
Shanghai, attention was turned to 
fostering trade through Tientsin, in 
which a moderate degree of success 
was obtained. Authorities in Shanghai 
were particularly anxious to import 
the needed supplies that had piled up 
in Hongkong since the beginning of the 
blockade. Equally important to the 
Chinese authorities was the fostering 
of inter-area trade and the conclusion 
of numerous barter agreements, the 
most important of which was the Man- 
churia-Soviet Russia barter deal made 
in early August. 

As an important sidelight, the block- 
ade gave the Chinese authorities an 
excuse for the drop in production and 
resultant decreased purchasing power, 
at the same time affording them an 
opportunity to introduce new trade, 
exchange, and banking controls and to 
adopt new tariff and customs policies 
without the distractions presented by 
everyday business problems. 

In August and September, Shanghai 
suffered principally from the effects of 
the blockade. Although the authorities 
made food supplies available in suffi- 
cient quantities to the populace, this 
Was accomplished at the expense. of 
rural areas; and in the interim, until 
rail facilities were established. for 
bringing in food supplies, the Shanghai 
authorities had the benefit of drawing 
on stocks in the hands of private in- 
dividuals and dealers. 
~The slow-down. of industrial activity 
in Shanghai—primarily the result of 
material and power shortages, decreas- 
ed purchasing power, loss of oversea 


markets, and unrealistic exchange. rates 
—forced many firms, both foreign and 
Chinese, drastically to curtail their 
activities, and some to close business 
entirely. The Communists subsidized 
certain plants in order to keep them 
going and compelled others to continue 
operating despite the loss of. profit 
initiative. Although plans were made 


to remove factories to the interior and. 
industry, only a few 


so decentralize 


isolated cases of such. removals were 
reported. 


In the early part of September cur- 


rent supplies of certain items were as 


follows: Stocks of coal. amounted to 
70,000 tons; however, adequate supplies 
were obtained from the Kailan Mines. 


Stocks of American leaf tobacco were 


estimated at 15,000,000 pounds, suffi- 
cient to last 1 to D years, depending 
on the mixture with Chinese tobacco 
and the availability of the latter. Ap- 
proximately 51,000 bales of raw cotton 
was on hand, including 24,000 bales of 
residual ECA cotton still in that 
agency’s hands. The position of iron 
and steel products, including repair and 
replacement parts, was extremely cri- 
tical. Added to the power shortage was 
the lack of foreign exchange with 
which to pay for needed replacement 
parts, 

With the closure of Shanghai, Tien- 
tsin has become China’s chief port. 
This is revealed in the increased num- 
ber of ships calling at Tientsin; the 
total rose from 64 in July to 70 in 
August and to 101 in ‘September. In 
addition, the impetus given Tientsin as 
a point of transshipment to and from 
Shanghai is evidenced by the fact that 
in the first week of October a total of 
82 Shanghai exporters had been regis- 
tered with the North China Foreign 
Trade Control Bureau to conduct im- 
port-export trade via Tientsin. Per- 
mitted imports for these firms include: 
Production equipment; industrial chemi- 
cals; mineral sand (for glass making); 
certain textiles; kerosene; and vital 
daily necessities, On re-export, these 
goods were subject to North ‘China 
trade controls, whereas the foreign ex- 
change earned therefrom was retained 
by banks in Tientsin, 


As further. evilate that the Nation- 
alist blockade was less effective. in the: 
Tientsin area than at Shanghai, com- 
paratively little. difference. is noted in 
the. total. monthly . values. of consular- 
declared exports from Tientsin to the 
United States in the period of June 
through September as follows: 


As in Shanghai, numerous state- 


operated trading companies have been. 
established by the People’s Government. 
for the purpose of dealing in the im- 
portant items of trade in the North 
China area. Thus, there have appeared 
such companies as the North China 
Bristle Co., the Central North China 
Dry Goods Co. (textile products), the 
North China Egg Products Co., and. the 
North China Oil & Tallow Co. In ad- 
dition, state-controlled firms, such as 
the North China Import Co., arrange 
for the importation of commodities 
destined for inland markets. Over-all 
control of trade in the area is, of course, 
vested in the North China Foreign 


Trade Control Bureau. 


Barter trade has been given just as 
much, if not more, emphasis in the 
Tientsin press as in Shanghai. The 
transaction to receive the most publicity 
was the Soviet Union-Manchuria 1- 
year barter agreement which was an- 
nounced in all local papers. Under this 
agreement, Manchuria will supply soy- 
beans, vegetable oils, corn, and rice in 
exchange for industrial. equipment and 
facilities, automotive vehicles, kerosene, 
cloth, paper, and pharmaceuticals. 

Also, as in Shanghai, foreign business 
has been subject to strict controls. For 
example, in the first week of Septem- 
ber all foreign insurance firms and 
their Tientsin agents were required to 
register with the local authorities giving 
full details regarding their activities, 
balance sheets, rates charged, and in- 
surance contracts. At that time, there 
were five agents of foreign insurance 
companies in Tientsin, including one 
American. | 

Financial aid has been extend, how- 
ever, to those factories and concerns in 
cases where such loans resulted in the 
completion of goods under contract. By 
August 15 it was reported that the 
Tientsin Postal Administration had ex- 
tended loans against orders 
amounting to the equivalent of about 
US$75,000 to chemical plants and cloth 
factories. 

While foreign exchange rates showed 
practically the same rate of increase in 
Tientsin as in Shanghai, commodity 
prices revealed a decline in September 
as compared with the preceding month.. 
For example, the wholesale price of 
rice, usually the best indicator of mar-- 
ket ‘conditions, dropped from PN350 (13: 
US cents) a catty on ‘ August 11 to 
PN310 (7 cents) on September 29. 

In North China the devaluation of 
the British pound sterling had little 
effect, inasmuch as the sterling cross, 


rate of exchange with the United States: 


dollar had been at or below the result- 
ing new sterling-United States dollar 


rate 
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In mid-September total industrial 
and business taxes (formerly known as 
“income tax’) were fixed at the equi- 
valent of nearly US$3,000,000 for the 
first 6 months of 1949, The tax was to 
have been paid by October 15. In 
comparison, Shanghai authorities estim- 
ated on September 12, that business 
taxes amounting to the equivalent of 
nearly US$2,000,000 had been collected 
thus far. 

Although foreign trade in the months 
of July and August was virtually at a 
standstill because of the blockade, the 
arrival of three blockade runners in the 
Whangpoo in mid-September—the first 
to arrive since the closure of the port 
on June 25—gave the city’s economy a 
much-need stimulant. 

The blockade has given the Com- 
munists an opportunity to institute 
their own control measures. The tariff, 
for both imports and exports, however, 
is still based on the revised tariffs in- 
stituted by the Kuomintang with pre- 
sumably the same tariff rates applicable 
as under the Nationalist Government. 
(The Communists had, however, pre- 
viously abrogated all import-duty con- 
cessions obtained under the General 
Agreement on Tariffs and Trade 
(GATT).) Authority for issuance of 
permits and control over foreign trade 
in general is vested in the East China 
Foreign Trade Control Bureau for the 
Shanghai area and the North China 
Foreign Trade Control Bureau for the 
Tientsin area and their subsidiary state 
organizations. 
Several state trading organizations 
have .been established for conducting 


both foreign and domestic trade; which — 


has had the -effect of forcing the pri- 
vate trader out of the market, a situa- 
tion. aided by unrealistic exchange 
rates, control over transport facilities, 
and.the granting of subsidies to these 
monopoly companies. 

As trade channeled via Tientsin is 
necessarily limited by what may be 
carried by rail, there can be no large- 
scale replacements so long as the 
blockade remains in effect and until 
more extensive rail facilities are pro- 
vided. 
. Of great significance is the blow that 
' has: been dealt the export trade. (It is 


said- that possibly foreign exchange 


amounting to the equivalent of US$ 
10,006,000 has been lost through non- 
exports of cotton goods and yarn alone.) 
In. addition, the reentry of Japan into 
the Southeast-Asia market poses a 
problem that may be more difficult as 
time goes on. 

- Because of business stagnation and 
lack of foreign-trade financing, foreign 
- banks were losing considerable sums 

monthly, whereas at even the low 
business levels of April and May, they 
were able to break even. Also, many 
of the Chinese commercial banks were 
in a precarious position, heading either 
toward bankruptcy or “consolidation,” 
the latter a mitigating device sponsored 
by the authorities. 

The blockade also gave the local au- 
thorities an opportunity to attain rela- 
tive exchange stability. In the absence 
of. demands for foreign exchange, the 
black market was mostly inactive, and, 


except for end-of-the-month pay 
periods, the daily. interest rate was 
relatively low. At the beginning of 
August the official United States dollar- 
exchange rate was PN2,200 (Peoples’ 
banknotes); at the close of September, 
the rate for United States dollar notes 
had risen to PN3,900; and the telegra- 
phic transfer rate for sending drafts 
and commercial papers was PN4,200. 
The increase in the rates, particularly 
in September, was stimulated by the 
appearance of various blockade run- 
ners. 

Selected official exchange rates for 
the United States dollar, pound sterling, 
and Hongkong dollar together: with the 


black-market rates for United States 
dollars and gold:— | 


While the blockade remained in 
effect, the depletion of raw-material 


stocks without adequate replenishment, 


the loss of oversea cotton, textile, and 
other markets to the Japanese, and un- 
favourable prospects for a_ realistic 
readjustment of exchange rates at the 
end of September were raising prices. 
of exports and industrial wages to a 
noncompetitive level. For example, 
production costs for one industrial plant 


in Shanghai were reported to be. 400- 
percent above comparable costs in the © 


United States. 


(In Peoples’ Banknotes—PN) 


Official buying rates 


Date States 
dollar 
( 4,200 


Thus, while a more realistic rate of 
exchange was attained, the United 
States dollar still remained undervalued 
in terms of commodity prices and the 
parity deposit unit, the latter a device 
for encouraging public savings and 
based on the daily market price of 
necessities. 


Following the Communist take-over 
of Shanghai, moderate success was 


achieved in holding down prices by 


means of dumping. large 
rice, rn 
cloth on the market. In this, however, 
the authorities were aided’ by the re- 
duced purchasing power. Although 
commodity prices, as such, remained 
relatively stable over this period, public 
confidence in the parity deposit unit 
declined as evidenced by the precipitous 
increases and drops in this rate. _ 


amounts: of 


| Selected Wholesale Cammodity Prices of . 
sit Unit 


Leading Staples and the Parity De 
ro in Shanghai, August and September 


(In Peoples’ Banknotes—PN) | 


Rice, ist 

grade our Cotton Parity 
Date (172-lb. (49-lb. (40-yd. deposit 

bag) bag) bolt) unit 
Ang. 3 .. 58,000 8,200 29,500 981 
Aug. 15 .. 2,000 8,300 29,000 816 
Aug. 29 .. 46,000 7,600 28,500 7167 
Sept. 12 .. 46,000 7,600 33,000 832 
Sept. 26 .. 42,000 7,500 32,400 


Inasmuch as the Communists were 
deprived of the principal source of 
revenue of the Nationalists, i.e., customs 
receipts, they resorted to heavy im- 
position of other taxes. At normal 
business levels, the tax amounts would 


not be exorbitant, but in the face of 


business depression, such taxes were 
acutely felt. All types of taxation — 
salt, commodity, business, income, land, 


and rental—were revised sharply 


ward, whereas the motor tax on vehi- 
cles were purposely made exorbitant in 
order to conserve gasoline. 


flour, sugar, cotton yarn, and 


BM buying rates_ 


“United 

Pound Hongkong’ States Gold (per 

sterling dollar  ~-dollar ounce) 
5,750 2,250 158,000 
5,850 365...~ 2,280. 145,000 
5,850 365 2,600 160,000 - 
7,300 455 3,400 190,000 . 
7,700 550 ) 4,000 185,000 — 
10,350 595 ) | 


China 


Shanghai-Hongkong ‘Mail 


Transportation Reports 


Last week witnessed the resumption oo 


of direct Hongkong-Shanghai mail ser- 
vices. Hongkong letters (only unregis- 
tered mail) are sent via Canton to 
Shanghai (once a day dispatch being 
arranged), and in Shanghai letters are 
accepted in a similar manner. 2 


This reopened mail service follows 
the resumption of direct Shanghai- — 
Hongkong rail traffic. As yet no pas- . 
sengers can cross the Anglo-Chinese . 
British, and. 
Shumchun, Chinese) but freight and | 


border station (Lowu, 
mail is carried without interruption, 
tance over 


loon-Canton railway, and must board 
the coaches again on the Chinese side. | 


Railway Rates on Chinese Export — 
Cargoes 


In an effort to alleviate the burden of 


exporters and to encourage export — 


trade, agreement has been reached be- 
tween the East China Foreign Trade 
Control Bureau and the Shanghai Rail- 


Passengers have to walk a short dis- 
the railway bridge after - 
alighting from the British section Kow-_ 


way Administration that export goods — 


including tea, tea brick, hog bristles, 
raw silk, and tung oil to be exported 
from Shanghai via Tientsin will enjoy 
a special low rate of railway freight. 
Preference will be accorded those goods 
attached with letter of certification is- 
sued by the foreign-trade control au- 
thority. This. regulation covers the 


Chekiang - Kiangsi, Shanghai - Hang- 


chow, Shanghai- Nanking, Nanking - 
Wuhu, and Tientsin-Pukow Railways. 


| 
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Report from Foochow 


The province of Fukien has returned 
‘to normal after the expulsion of the 
‘Kuomintang and the assumption of 
power by the People’s Government. 
Generally, the population is in favour 
of the new masters and their reforms 
and economic measures meet with ap- 
proval. Opposition there is but it is 
not vocal and of little if any conse- 
quence. In the face of progressive im- 
‘provements and the undoubted integrity 
of the new leadership there is all-round 
Satisfaction and hopeful expectation of 
better things to come. Those who left 
earlier, mostly in fear of the ravages 


of war, are returning and many express 


‘their surprise seeing country and city 
on the way back to rehabilitation with 
remarkable speed. Here again it is 
proved how strong are the recuperative 


vince. 


powers of the Chinese people given 
only internal peace and moderately 
favourable crop conditions. 

There is everywhere optimism in 
evidence; farmers and city people are 
looking forward with rising hopes to 
a better and more secure life than has 
been known here since the start of the 
Japanese invasion in 1937. The graft 
and oppression of the Kuomintang re- 
gime are now quickly forgotten though 
certainly never forgiven, and there is 
genuine jubilation about the liberation 
of Foochow and the whole Fukien pro- 
Often, to judge by foreign ac- 
counts, the word ‘liberation’ is jeered 
at but to the Chinese people it means 
what it says and only ill-wishers will 
try to see all China’s liberation in an- 
other way. 


‘Shipping Freight Charges Shanghai to 

Chungking 

The entire shipping route on the 
‘Yangtze is now open. The Yangtze 
Navigation Office has reached agree- 
“ment with the shipping circles on the 
matter of shipping freight charges, as 
follows: First-class cargo, PB$884,950 
per ton; second-class cargo, PB$967,980; 
and third-class, PB$1,382,740. 


Shipping Conditions between Shanghai 

and Chungking 

Because the water level of the Yang- 
tze at the moment is low, and as a 
precaution against air-raids, there are 
no regular sailings on fixed schedule. 
At present, there is no through boat 
Service between Shanghai and Chung- 
king. The Minseng Navigation Cor- 
poration (privately owned) has steamers 
for passengers and cargo which are 
irregularly sailing between Shanghai 
and Ichang, stopping on the way at 
Nanking, Kiukiang, Hankow, Shasi and 
other ports. As for the section between 
Ichang and Chungking (boats stop at 
Wanhsien), the said Corporation has 
steamers and LST’s making the voyages 
for both passengers and cargo. The 
China Merchants Navigation Company 
(public) has river vessels sailing be- 
tween Shanghai and Hankow, making 
stops at Chinkiang, Nanking, Wuhu, 
Anking, Kiukiang and other ports. As 
for the loading and transportation of 
cargo at the various ports between 
Shanghai and Chungking, the state 
Owned Company signed a_ joint 
Navigation agreement with the Minseng 
‘Corporation, by which goods carried 
‘upstream may be handled by the China 


‘Merchants Navigation Company and_- 


‘those coming downsteam by the Min- 
‘seng Corp., goods carried up and down 
have all to be reloaded on other boats 
at Hankow. 

The following table shows in PB$ the 
passenger fares upstream from Shang- 
hai, Hankow and Ichang. 


Special class class 


Shanghai-Hankow 318,200 
Shanghai-Ichang..... 636,400 
Shanghai-Chungking .. 1,668,900 
Hankow-Ichang ...... 318,200 
, Hankow-Chungking 1,350,700 
Ichang-Chungking 1,032,500 


Province, 


Peking-Hankow & Peking-Taiyuan 
Through Trains 


The Tientsin Railway Administration 
runs as from lst January, 1950, through 
passenger trains Nos. 137 and 138 be- 
tween Peking and Hankow and Nos. 139 
and 140 between Peking and Taiyuan. 
The trains to and from Hankow consist 
of I and II Class sleepers, dining car 
and III Class passenger coaches. Be- 
tween Peking and Taiyuan only II and 
III Class passenger coaches. 


Time tables are as follows: 


Train No. 137 leaves Peking 20.15. 
arrives Hankow 22.46 (3rd day) 

138 leaves b 6.00 

arrives Peking 9.07 

139 leaves ee 11.40 
arrives Taiyuan 10.26 (2nd day) 

140 leaves at 7.05 

arrives Peking 5.50 


Fares are: 
Peking to Taiyuan —III Class — PB$26,700 
Tientsin to Taiyuan —III Class — PB$31,050 


(changing trains at Fengtai) 
Peking to Hankow—TIII Class — PB$50,850 
Tientsin to Hankow — III Class — PB$53,100 
(changing trains at Fengtai) : 


Peking-Hankow and Chekiang-Kiangsi 
Railway 


The Peking-Hankow and Chekiang- 
Kiangsi lines have been completely re- 
paired. The repair work of the last 
remaining section between Shihchia- 
chuang and Anyang of the Peking- 
Hankow Line was completed as rails 
were connected on-12 December at a 
point 2 km. north of Tsuhsien, Hopei 
Province. Railway service on this line 
has now been resumed. 3 


The Chekiang-Kiangsi Line was 
repaired on 9 December when repair 


work on the 200-km section between 


Changshu and Pinghsiang, Kiangsi 
was finished. Goods and 
passenger service on this section re- 


sumed on 10 December. | 


2nd class 3rd class. 4th class 

222,000 154,000 101,400 77,000 
444.000 308,000 202,800 154,000 
1,178,300 830,000 551,800 416,700 
222,000 154,400 . 101,400 77,000 
956,300 676,400 450,400 339,700 
734,300 522,400 349,000 262,700 


ficult. 


Business men without exception ‘en- 
joy now good trading conditions and 
the price situation, after some ups and 
downs, appears to be stabilising with 
the inflation abating. The most con- 
spicuous change from the time before 
the liberation is the extremely plenti- 
ful supply of native foodstuffs and con- 
sumer goods of any _ description. 
There is now everything available what 
China’s farms and factories can produce 
and it is, from the point of view of the 
people, more than enough. The im- 
ported luxuries, at any time only appre- 
ciated by a handful of wealthy and 
usually unwelcome characters, can be 
easily done without, and this applies in 
particular to processed food, cosmetics 
and fancy dress materials. 

There is great enthusiasm to increase 
the province’s exports as it is clearly 
understood that only by shipping more 
China produce and domestic manufac- 
tures abroad can the Chinese people 
improve their standard of living as far 
as it is dependent on imported goods 
and capital equipment. The _ trade 
policies of the Chinese Government are 
explained to the people and as they are 
logical and framed in the interest of 
the nation these policies are supported 
and welcomed. The Kuomintang naval 
blockade is a nuisance and does some 
harm to the recovery of the province 
but by means of increased land trans- 
port the effects of the blockade are not 
much felt. What little sympathy the 
old regime may have had among some 
circles in Foochow or Amoy is now 
turning into enmity as the blockade is 
considered as nothing but an effort on 
the part of the defeated KMT generals 
to make the life of the new Govern- 
ment and the common people more dif- 
But the means -at the disposal 
of the KMT are quite inadequate to 
cause more than pinpricks and while 
these are burning they do not really 
diminish trade or production. A few 
air raids by KMT planes were carried 
out over Foochow and Amoy and also 
a few other areas in Fukien but the 
damage, if any, was rarely noticed by 
the population; it appears as if the 
KMT fliers themselves do not like their 
job and refuse to drop bombs on valu- 
able targets — one cannot assume that 
the Chinese bombardiers, many of 
whom were trained abroad, are all so 
inefficient. 

Few foreigners remain in Fukien; 
these are missionaries, ‘physicians and 
some business men. They all are satis- 
fied with conditions now and will re- 
main in China. Those who left Fukien, 
under the influence of KMT  propa- 
ganda or scared by possible destructions 
in the course of civil war fighting, try 
to come back and a few did already re- 
turn in spite of difficult transportation 
at the moment. | 


Economic Developments 
in Taiwan 


Business activity in September, as 
during the summer months, continued 
to be slow on the island of Taiwan, 
while means were being sought by pro- 
vincial authorities and local business- 


men to meet the growing economic 


| 
| | 
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isolation from the Chinese mainland. 
Japan holds out the best prospect fo? 
filling the hiatus thus created; but local 
prejudices toward freer trade with the 
former enemy must be overcome if any 
real trade improvement is to be noted. 

While there were larger increases in 
prices and foreign-exchange rates in 


September than at any other time since 


the introduction of the currency re- 
forms on June 15, 1949, these were to 
be expected as a result of the rapidly 
deteriorating military situation on the 
Chinese mainland. and the economic 
dislocation preceding the loss of Can- 
ton, the last important mainland port. 

Finance and Exchange:—The Bank of 
Taiwan, together with the island’s 
Bankers’ Syndicate for Emergency 
Loans to Private Enterprises, continued 
to be cautious in extending industrial 
loans. Commercial banks and co- 
operatives, however, loaned NT¥10,531,- 
192 (New Taiwan Yen) to 781 business 
firms during the month. The Bank of 
Taiwan’s loan restrictions, coupled with 
police power, kept the new Taiwan yen 
fairly stable during the month of Sep- 
tember, despite the 20-percent increase 
in the amount of currency notes issued. 

The devaluation of the British pound 
sterling appears to have had little effect 
upon the island’s economy, probably 
because of the following circumstances: 
(1) The direct link of the Taiwan cur- 
cency to the United States dollar; (2) 
the low level of export trade with ster- 
ling areas; (3) the very small amount 
of foreign credits held by the Bank of 
Taiwan in pounds; and (4) the fact that 
the official exchange rate of the Taiwan 
yen to the pound had already closely 
approximated the newly established 
pound rate. 

Although the official exchange rate 
remained at NT%¥5 to the United States 
dollar, the “spread” in the buying rate 
for United States dollars on the black 
market increased during the month 
from on September 1 to NT46.55 
on September 30. 

Pricesi—In September there was a 
slow but steady upward trend in the 
price level from the preceding month. 
Although no change was noted in the 
price for rice — probably attributable 
to the good over-all prospects for this 
crop — sugar, another of the island’s 
mainstays, advanced 14.4 percent in the 
month, whereas in August the price for 
this commodity had dropped 17 percent. 
Cotton-yarn prices were up by 25 per- 
cent at the end of September, closely 
followed by cotton cloth which record- 
ed a 22.6 percent price increase. In the 
month of August the prices of both of 
these last-named items had dropped 
slightly. 

Provincial Government statistics re- 
vealed that the rate of increase of 
wholesale commodity prices had dou- 
_ bled in the 2-month period, showing a 

rise of 8.83 percent in September as 
compared with a 4.26-percent increase 
in August. 

Industry: —In addition to the diffi- 
culty of obtaining industrial loans, raw 
materials continued in short supply, and 


marketing difficulties persisted during > 


the month. Local private machinery 
manufacturers are suffering from acute 
shortages of machine tools, motors, elec- 


Financial Reports 


w 


THE SWISS FRANC AND THE 
DEVALUATIONS OF SEPT. 1949. 
In order to understand the recent 

happenings on the market for foreign 

exchanges in Switzerland after the de- 
valuation of the Pound Sterling and 
numerous other currencies in September 
last, it is necessary to trace the history 
of Swiss monetary policy ‘since 1936 


when—with some considerable delay— 
the gold parity of the Swiss Franc ad- 
justed in accordance with the prior de- 
valuations of the U.S. Dollar, the Pound 


Sterling and practically all other major 
currencies throughout the world. 


Until September 27th, 1936, the exact 
value of the Swiss Franc was 290.32 


milligrams of fine gold, corresponding 


trodes, graphite crucibles, brass pipe, 
angle-steel, tools and replacement parts, 
and have applied to the provincial au- 
thorities for the allocation of US$100,- 
000 of foreign-exchange credit in Japan 
for use in importing these articles. 

On September 16, the local govern- 
ment announced a detailed procedure 
to encourage the development of Tai- 
wan’s textile industry by assisting with 
such problems as plant sites, power 
supply, foreign-exchange requirements, 
import duties on raw materials, and the 
marketing of finished goods. Two 
weeks following this announcement, 
however, private textile owners were 
still urging the provincial government 


either to remove or reduce the heavy 


import duties on raw cotton. 

One of the bright spots in the indus- 
trial picture was the _ installation of 
UNRRA equipment in the Keelung fac- 
tory of the NRC’s Fertilizer Manufac- 


turing Corporation, the completion of 


which is expected to treble the plant’s 
potential production to 30,000 metric 
tons. 

Agriculture:—Despite an expected re- 
duction of 30 percent in the rice crop 
in the area around Taitung because of 
insect damage, there were excellent 
prospects for an abundant second rice 
crop for the island as a whole. 

Because of the difficulties that sugar- 
cane farmers have experienced in dis- 
posing of their crop, plantings for next 
year’s crop are excessively low. Thus, 
only about 70,000 acres of cane were 
planted during September, representing 
about one-third of the area planted 
during the corresponding period a year 
ago. 

eThe revised official estimate for this 
year’s tobacco crop is 11,000 metric 
tons. 

Foreign Trade:—Interest in Japanese 
trade has been stimulated as a result 
of the following developments: (1) The 
decision of the Bank of Taiwan to open 
letters of credit for prospective impor- 


ters of Japanese goods on receipt of 50 


percent down payment (although full 
payments are required of importers 
buying from other countries); and (2) 
the successful transfer of Taiwan’s 
sugar credit in Japan to the Bank of 
Taiwan’s account in the National City 
Bank of New York’s Tokyo branch. 
Local businessmen, however, are still 
reluctant to import from Japan in view 
of a general delay of about 2 months 
before customs formalities can be com- 
plied with and delivery of goods can be 
taken. Furthermore, importers of such 
goods are subject to a fine of NT¥200 
for failure to produce Chinese consular 
invoices, although importers thus far 
reportedly have been unable to obtain 


consular invoices from Chinese autho- 
rities in Japan. 

Only about 6,000,000 kilograms of tea. 
were exported during the first 9 months. 
of 1949; over 10,000,000 kilograms had 
been exported in the corresponding’ 
period of 1948. This decline is attribu-. 
ted to the steady rise in the cost of 
production. 

It is reported that 240,338 metric tons: 
of sugar were exported to foreign coun-. 
tries in the first 8 months of this year,, 
of which 150,000 went to Japan, and — 
50,000 to Malaya. 

Other foreign-trade highlights were 
the shipment of 1,500 metric tons of 
Taiwan coal to Korea to mark the offi- 
cial inauguration of Taiwan-Korean 
trade; the concluding of a contract with 
India for the purchase of 1,000 metric 
tons of jute bags; the export of 180 tons: 
of camphor; and the shipment of 360 
metric tons of industrial oxygen, worth: 
more than $70,000, to Australia. 


Reports from Taipei 


Banking:—On December 26, the Bank 
of Taiwan suspended remittances to 
Hongkong and sales of sterling and 
HK dollar exchange, following the plac- 
ing of restrictions on Chinese and 
Formosan deposits in Hongkong. 

Industries:—The Provincial Govern-. 
ment reported that at the end of 
November there were a total of 9,923 
factories in Taiwan. Over half of this 
total, or 5,026 factories, were devoted 
to food processing. Other industrial 
categories included chemicals, with 
1,259 factories; ceramics, 1,074 factories; 
and metals, 928 factories. . 

The No. 1 factory of the Taiwan 
Fertilizer Company has been allocated 
US$250,000 by the Council for United 
States Aid (CUSA), the latter an or- 
ganisation set up to provide for the: 
orderly conduct of relations between 
the Chinese Government and the ECA. 
China Mission. A US firm is the suc- 
cessful bidder for supplying the ma-. 
chinery, with delivery expected in two 
months. With the installation of the 


new equipment, production of fertilizer 


is expected to be 30,000 metric tons 
annually. 

Foreign Trade:—The Bank of Taiwan. 
released the following figures on Tai- 
wan’s foreign trade for the first 11 
months of 1949: total exports US$ 
28,506,069 of which sugar exports 
amounted to US$29,284,619. 

A barter deal with Spain covering the 
export of 6,000 metric tons of brown. 
sugar from Taiwan was concluded on. 
December Zl. 
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to a parity of 3.06 Francs to the U.S. 
Dollar. By decree, the Swiss Federal 
Council then instructed the Swiss Na- 
tional Bank to keep the value of the 
-Franc in future between 190 and 215 
milligrams of fine gold. That is to say, 
‘devaluation was not to he more than 
344%, % and not less than 26 %. 
Accordingly, and based on the U.S. 
vequivalent for gold of 35 Dollars per 
-ounce, the rate of exchange of the Dol- 
lar in Switzerland was not to be higher 
than 4.68 or lower than 4.13 Francs. 


As the Swiss franc after devaluation 
in 1936 had no fixed gold equivalent, 
gold coins corresponding in denomina- 
tion to the new standard value could 
not be minted. Not could the Swiss 
National Bank be any longer required 
to redeem its notes in gold, since the 
franc had no specific gold equivalent. 
Therefore, the decree of September 
27th, 1936, stipulated that provisional- 
ly the notes of the Swiss National 
Bank would be legal tender in Switzer- 
land to any amount. . 

In practice the Dollar-Franc rate 
based on the buying price for gold 
of the Swiss National Bank of Francs 
4,869.80 was kept at 4.33 Francs to the 
Dollar. 

Except on some rare occasions of 
grave national emergency, the Swiss 
National Bank has never had any diffi- 
culty in keeping the dollar-franc rate 

rigidly fixed at 4.33. At the outbreak of 
- World War II in 1939, for instance, 
the dollar-franc rate rose momentarily 
to 4.46. But even on these exceptional 
occasions, the rate never once fiuctuat- 
ed beyond the limits fixed by the de- 
cree of September 27th, 1936. 

From a technical point of view, of 
course, the position of the Swiss Franc 
was unassailable even before 1936 and 
has remained so ever since. At the be- 
ginning of World War II the bank note 
circulation and engagements at sight of 
the Swiss National Bank were covered 


by gold or holdings of hard currencies 


to the extent of 94.8 %. This propor- 
tion has risen today to 103.7 % and is 
higher than the corresponding figure 
for any other country in the world 
including the United States. 


On the other hand, the precarious 
political and economic position of 
Switzerland during the second World 
War induced the Swiss National Bank 
to take a series of measures intended 
to counteract the supposed inflationary 
effects of free and unlimited conversion 
Of gold (as such or in the form of USS. 
Dollars always convertible into gold 
through the medium of the Swiss Na- 
tional Bank’s account with the Federal 
‘Reserve Bank of New York) into 
Swiss Francs. As a matter of fact, the 
‘War brought about a considerable de- 
mand for Swiss Francs for a number of 
reasons. Stocks previously held by 
Swiss industry and commerce were 
slowly liquidated and could not be 
replaced at the time, so that consider- 
able liquid funds of Swiss ownership 
accumulated particularly within the 
Dollar area. The Swiss France having 


become the most stable and readily 
acceptable currency not only in Europe 
hut also in other parts of the world, 
‘many governments and private or 
public organisations continuously tried 


to increase their holdings of Swiss 


Francs by offering gold or U.S. Dollars 
in exchange. At the same time Swiss 
industry was still able to export goods 
to overseas countries, mainly paid for 
in U.S. Dollars which they in turn 
wanted to rapatriate for conversion 
into Swiss Francs. 

As against this considerable demand 
for Swiss Francs resulting in a corres- 
ponding increase of means of payment 
available in Switzerland, there had to 
be put the scarcity of goods within the 
country with the corresponding threat 
to the price structure through excessive 
demand, overemployment, high wages 
and unsound investments, 7 

The main measures introduced by 
the Swiss National Bank as a means 
to fight these dangers were the follow- 
Ing: 

U.S. Dollars offered for sale in Swit- 
zerland and resulting from any trans- 


‘action other than the _ sale of Swiss 
goods or services abroad were no longer 


bought by the Swiss National Bank 
for conversion into Swiss Francs. <A 
distinction was therefore made between 


so called “commercial Dollars’ freely 


salable to, or obligatorily to be bought 
from the Swiss National Bank at the 
fixed rate of 4.28 and 4.315 respectively, 
and “financial Dollars” resulting from 
any non-commercial transactions, which 
could be dealt with only in a free 


market, subject to the laws of supply 


and demand, the Swiss National Bank 
having the possibility, but no obliga- 
tion whatsoever, to intervene on that 


market at any time. There were con- 


sequently wide fluctuations of the 
rate of the financial Dollar in Switzer- 
land, the lowest value ever recorded 


being Francs 2.27 to the Dollar on 


February 12th, 1944. In 1949, just prior 
to the devaluation of Sterling, the rate 
was steady at about Francs 3.98 to the 


Dollar. 


In order to put a break on the excess 
of industrial activity and profits in 
certain branches of industry, the Swiss 
National Bank decreed the blocking for 
various periods of time of the proceeds 
of the sale abroad of certain  cate- 
gories of goods in certain definite pro- 
portions, the funds so blocked being 
nevertheless available for utilisation, 
for example, through bank advances. 


The Swiss Confederation also co- 
operated in the policy pursued by the 
Swiss National Bank through con- 
siderable purchases of gold against the 
issue of treasury bonds resulting in a 
corresponding decrease of the means of 
payment available for investment or 
consumption purposes. | 

To cope with the over-liquidity of 
the money and capital market, the 
Swiss National Bank also had recourse 
to the sale of gold to Swiss nationals, 
not only to the commercial banks in the 
form of bars but also to the public in 


the form of coins, In either case, gold 


was sold as merchandise, not as a 
monetary instrument. Coins minted be- 
fore the devaluation of the franc in 


1936, nominally worth Fcs. 20, were 


sold to the public at Fes. 30.5@ At that 
time, there was an insatiable demand 
for gold from the Far East where 


prices up to $70 an ounce were paid, 


while the U.S. Official price of gold was 
$35 an ounce. Moreover, in France, 
fear of currency devaluation created a 
voracious demand for gold for hoarding. 
To prevent gold sold in Switzerland 
from being smuggled out of the coun- 
try, the Swiss National Bank insisted 
that the commercial banks should re- 
gister the names and addresses of all 
purchasers. This proved ineffectual. On 
September 9, 1947, the Swiss National 
Bank stopped the sale of gold al- 
together. This had become necessary 


because to buy cheap geld _ dealers 


were flooding the Swiss market with 
dollars and depressing the financial 
dollar rate. In the meantime the obli- 
gation to register the mames and ad- 


dresses of purchasers of gold has been 


abolished and the trade in gold within 
the country at the official price fixed 
by the Swiss National Bank is theore- 
tically free, subject only to special 
licences for import and export or tran- 
sit business to be obtained from the 
Swiss National Bank. 


Amongst the reasons favouring for- 
eign purchases of Swiss francs against 
gold or U.S. dollars, particularly in 
post-war years, were the long standing 
discussions, doubts and fears about a 
possible devaluation of Sterling and 
other currencies. Although outside the 
U.S.A. and Switzerland, iree move- 
ments of capital were - almost im- 
possible after the war, it must never 
theless be assumed that a certain 
amount of foreign money was able to 
take refuge in Switzerland, thereby 
contributing to the aforementioned 
rise in the total holding of gold of the 
Swiss National Bank and the Swiss 
Confederation. 


The devaluations of September 1949 
and particularly that of Sterling, 


abruptly announced on September Tu, 


brought about the expected outflow of 
hot money totalling in value about 


500 million Swiss Francs’ supplied 


partly by the Swiss National Bank part- 
ly from the Swiss Confederation from 


their respective holdings of gold or US. 
Dollars. From the 15th ta the 30th of 


September, the gold holdings of the 
Swiss National Bank fell from Fs. 
6,281 millions to Fes. -6,158. millions 
and its dollar reservers from Fes. 312 
millions to Fes. 188 millions. All in all, 


monetary reserves showed a reduction | 


of Fes. 247 millions during the second 
half of September. Despite this re- 
duction, they were still on the 30th 
of September 1949 higher by Fcs. 288 
millions than at the beginning of the 
year. Over and above the monetary 
reserves of the Swiss National Bank, 


the Swiss Confederation itself held 


gold to the value of Fes. 269 millions 


| 
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on the 30th of September 1949, against 


‘Fes. 182 millions at the beginning of 
the year. To complete the picture, it 
‘should be recalled that the Confedera- 
‘tion purchased gold to the value of Fes. 
125 millions from the Swiss National 
Bank during the month of August. 


On the other hand, the insistent de- 
mand for U.S. Dollars brought the 
rate of the “financial Dollar” up to 
parity with the “commercial Dollar’ 
within a few days. Taking advantage of 
this opportunity, the Swiss National 
‘Bank on September 23rd annourced 
the abolition of all restrictions 
trading in Dollars. That was the end 
of the distinction between the “com- 
mercial Dollar” and the “financial 
Dollar’ whose co-existence at rates so 
greatly at variance from time to time 
was an anomaly sometimes 
abroad and never liked in Switzerland. 


Today U.S. Dollars may be _ freely 
sold and bought in Switzerland, the 
Swiss National Bank having announced 
‘that in future it would be willing to 
buy Dollars at 4.28 and sell at 4.375 to 
any amount. This rate of 4.375 is cal- 


culated on an average price of Fes. 


4,920.63 per kilogram of fine gold equi- 
‘valent to a parity of 203.226 milli- 
grams of fine gold per Swiss franc and 
ratifies a devaluation of exactly 30 % 
with respect to the parity valid up to 
september 1936—this being in accor- 
dance with the instructions given by 
‘the Federal Council at the time. In fact, 
the rate has again remained more 
‘or less stable around 4.32—4.34 after 
having reached 4.375 immediately after 
‘the devaluation of Sterling. 


( — Swiss Bank Corporation.) 
* 


HONGKONG FREE MARKET 


Highest & Lowest rates of last week, 
in HK$:— 


US$: notes 657—647%4, DD 659—648, 


“TT 66142—651%, week’s opening 661%, 
closing 653. Crossrates US$2.418—2.455. 

Gold: per .945 fine hongping tael 
293 equivalent to 307.47— 
303.28 per .99 fine tael. Week’s opening 
292%, closing 2915. Crossrate .US$ 
38% (against overseas buyers at 41 to 
4142). Macao and Canton rates for .99 
fine tael respectively 311—305%4,, and 
295—290. Forward interest in favour 
of sellers for the week (7 days) 55 cts. 


Silver: per .99 fine hongping tael 
5.40—4.98, Chinese dollar coin 3.19— 
3.15, per 20 cts. coins 3.30—3.25. 

Bank Notes: Piastres 15.10, Nica 
guilders 23.10—22.80, Baht 28%. Britisn 
pound 15.40—15.20, Australia 13.22— 
12.81, Canada 5.581%—5.56, India 1.15— 
1.14%, Burma .98—.90, Ceylon 1.02—1, 


1.8134—1.80, Philippines 2.35— 


Chinese Exchange: on Canton 100.60 
—996; on Shanghai gold 83—82, US$92 
—91%4 (per 100 in China). Black mar- 
ket rate of HK$ in Canton PB$2500 to 


on. 


resented 
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‘Hongkong Unofficial US$TT 
and Gold Quotations 
(in HK$ per US$100 and per .945 
| fine hongping tael) 


Gold TT New York 
January High Low High Low 
293 290% 661% 657% 
2925, 29014 659 657% 
293% 291 658% 656 
2915, 289% 653 651% 
2923, 28914 655% 652 
292%, 291% 656 653 


Hongkong Currency 


Amount of bank notes in circulation 
as at the end of November 1949: 
$803,293,774 (against $805,345,795 at 
end of Oct.). Figures for preceding 
months of last year and 1947/48 were 
published in our issue of Nov. 8, p. 739. 
Hongkong & Shanghai Banking Corp. 
note issue in Nov. amounted to $753,- 
336,790, Chartered Bank of India, 
Australia & China to $45,727,994, Mer- 
cantile Bank of India to $4,188,990. 
Highest note circulation was recorded 
in April 1949 with $880.9 million since 
which month decreases were observed. 
Year-end circulation figures for 1948 


and 1947 were resp. $783.2 m. and 
$675.1 m. 


Hongkong Mortgages & interest 


Figures of mortgages granted and in- 
terest charge in the years 1947 and 1948 
were published in our issue of Nov. 8, 
p. 740. 


In the first half year of 1949 mort- 

gages were granted as follows:— 
(1) Mortgages the interest of which 
was fixed per annum: 140 mortgages 
of a total of $13,794,495, as follows: by 
Chinese private financiers 46 mortgages, 
$3,482,495 at weighted average interest 
rate of 6.17 to 9.66% p.a.; by Chinese 
banks 31 mortgages, $2,070,000 at 5.83 
to 8.28% p.a.; by non-Chinese banks 
63 mortgages, $8,242,000 at weighted 
average interest of 4.37 to 7% p.a. 

(2) Mortgages the interest of which 
was fixed per mille per month: 574 
mortgages of a total of $25,235,575, as 
follows: by Chinese private financiers 
498 mortgages, $19,602,575 at weighted 
average interest per month of 11.42 to 
12.39 per mille; by Chinese banks 63 
mortgages, $4,832,000 at 9 to 9.87 per 
mille per month; and by non-Chinese 
banks 13 mortgages, $801,000 at weight- 
ed average interest of 10 to 12 per 
mille per month. | 

For the first half year of 1949 the 
total number of mortgages granted was 
714 and the aggregate amount was 
$39,030,070. 


A Five and Ten Cent Mystery 


The mysterious disappearance of 
metal coinage from circulation almost 
as soon as it appears, looks like becom- 
ing a good serial. In the issue of 
November 24, No. 21, of the “Far East- 
ern Economic Review” (page 668) a 
reference was made to the disappear- 
ance of 5 and 10 cent coins; in an inter- 
esting note on page 38 of the issue of 
January 12, No. 2, Mr. E. Kann, our 
regular contributor and the leading 
authority on Chinese currency, added 
some observations on the history of 


small coins in Hongkong; now, the 
story can be brought up to date with 
the announcement that Government is 
taking action to relieve the shortage, 
which has become still more acute with 
the approach of Chinese New Year 
(Feb. 17), by issuing a substantial 
quantity of new coins to the banks with : 
a promise that further issues will 
follow to meet all legitimate demands 
from the public. 

Of late, the position in regard to 
small change has become almost un- 
believably acute,—indeed it would take 
the pen of a Gilbert and the musical 
genius of a Sullivan to record properly 
the feelings of a passenger turned off 
a ’bus because no change can be given 
to his proffered dollar, or of a shopper 
forced to buy at least a dollar’s worth 


_ from a hawker owing to the same lack. 


Perhaps the furthest point wds reached 
when a small shoemaker’ willingly 
agreed to forego 20 cents on some shoe 
repairs rather than produce this amount 
of change. 

The official explanation is that the 
Chinese New Year involving mucn 
giving of cumshaws, is responsible for 
the disappearance, in which case the 
Colony should be overwhelmed with 5 


~ and 10 cent pieces as soon as the festive 


season is over. Nevertheless 32 million 
ten-cent cupro-nickel pieces have been 
issued to date and have gone, whither? 


As quickly as they come, they go, to 


be joined now by quantities of smaller 
five-cent coins. It was suggested by 
this Review in the November 24 issue 
that in times of uncertainty Eastern 
people revert to the habit of hoarding 
metal coinage; and when added to this 
comes the discovery that certain bright 
individuals taking advantage of the 
situation have established an open 
market for the subsidiary coinage at a 
premium of 742%, possibly the shortage 
is explained. 


Hongkong Stock Market 


The past week has been mainly given 
over to Racing and thus the Market 
has suffered from neglect. The turnover 
has been insignificant and even the two 
full day’s trading conveys the impres- 
sion the Market cannot get into its 
stride until it is once more faced with 
an uninterrupted week. Naturally there 
is no indication of how the Market is 
then likely to react. . 

Business reported during the week, 
$584,194 (shares sold 28,016). 

Prices & Sales of last week:— 


High Low Sales 
Bank of East Asia 112 112 86 
Union Insurance .. 640 640 56 
H.K. Fire Insurance 215 
Asia Navigation .. 1.10 1.10 2,500 
115 115 100 
Wheelock Marden 32 1,000 
H.K. & S. Hotels . — — 200 
H.K. Lands ....... 50 
2 100,000 
H.K. Tramways .. 15.70 15.10 2,200 
China Lights (O) 12 12 2,500 
do (N) 834 834 4,046 
H.K. Electrics .... 30 2912 £3,900 
Dairy Farms ..... 4115 4115 
4815 481. 400 
Lane Crawfords .. 1845 1814 200 
4 4 400 
Kwong Sang Hong 105 105 60 
Rubber Trust .... 3 3 500 


| 

| 
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COMMERCIAL MARKETS 


Taiwan Purchases 


Dealers engaged in Taiwan business 
were in something of a quandary re- 
cently as a result of the closure of the 
Hongkong office of the Kuomintang 
Govt. following the recognition of the 
People’s Republic by Great Britain. 
Under Taiwan trading regulations, in- 
voices covering shipments to that is- 


land required to be countersigned by | 


the Kuomintang Govt. representative in 
Hongkong, and the prompt withdrawal 
of this representative found dealers 
unable to comply with the terms of 
their letters of credit. Much anxious 
cabling between Hongkong and Taiwan 
took place and after a week of anxiety 
dealers were finally informed that this 
stipulation need not be complied with 
and that invoices without countersigna- 
ture would be valid. So all is well 
again. 

The importance of this trade with 
Taiwan is considerable, and Taiwan 
buyers are now once more in the mar- 
ket to the tune of HK$20 million, their 
purchases covering large quantities of 
soya beans as well as cotton piece goods, 
cotton knitted goods, industrial chemi- 
cals, medicines, paper, etc. The list 
of requirements also includes knitting 
yarn, although the importation of this 
as well as of various other commodi- 
ties has been prohibited by the Tai- 
wan authorities. Still, this prohibi- 
tion offers no real obstacle to the ener- 
getic importer, as there is always the 
possibility of smuggling the goods 
needed; motor junks are the favourite 
means for effecting this, but KMT 
naval craft have also been known to 
indulge in the pastime. It is profitable, 
although the trade is limited by the 
increased cost of the goods; neverthe- 
less when times are bad and monetary 


SHANGHAI WORSTED MILL LTD. 


At extraordinary meeting of the 
Shanghai Worsted Mill Ltd., held last week 
in the Company’s registered office in Hong- 
kong, the following two resolutions, pro- 
posed by the chairman of the board (Mr. 

. E. Marden), were adopted. 

(1) That the authorised capital of the 
Company be increased from its present 
capital of HK$5,000,000 divided into 1,000,000 
shares of HK$5 each (of which 679,596 shares 
have been issued) to HK$15,000,000 by the 
creation of 2,000,000 additional shares of the 
nominal value of HK$5 each and that the 
unissued shares of the Company’s capital 
and such additional shares as aforesaid shall 
be issued at such time or times and upon 
such. terms and conditions as the Company’s 
Board of Directors in their absolute dis- 
cretion shall think fit. Shee 

(2) That it is desirable to capitalise the 
sum of HK$3,397,980 out of the undivided 
profits and reserves of the Company and 
accordingly that a special capital bonus of 
HK$3,397,980 free of income tax be declared 
and that such bonus be applied on behalf 
of the persons who on January 12, 1950 


were holders of the 679,596 shares of the 


company of HK$5 each and that such 679,596 
shares credited as fully paid be accordingly 
alloted to such persons respectively, in the 
proportion of one such share for every one 
of said 679,596 shares then held by such 
persons respectively, and that the shares so 
distributed shall be treated for all purposes 
as an increase of the nominal amount of 
the capital of the Company held by each 
such shareholder and not as income, and 
that such shares will rank for dividend from 
January 1, 1950. 


values uncertain confidence is better 
placed in goods, which can be counted 
upon to bring some sort of a return, 
rather than in a currency which may 
vanish overnight. The Shanghai mer- 
chants proved the value of this policy 
and events have shown its wisdom; 
warehouses in that city are still stock- 
él with goods which can be drawn out 
from time to time and either used or 
sold to provide for current needs; in 
fact it is estimated that these supplies 
will last for another year at least — 
which is comforting for the owners. 


Winter Clothing 


“Oh western wind, when wilt thou 
blow, that the small rain down shall 


rain” might well be the heartfelt 
theme song of local overcoat mer- 
chants. The winter weather, which 


has been so _ delightfully mild for 
Hongkong this year, has been bitter 
indeed for the clothing industry; hardly 
anybody wants an overcoat—especial- 
ly a heavy one—this season. A few 
brands are selling well, notably the 
British-made “Bendix” women’s coats. 
The “good black coat’ is this year’s 
favourite, so that black woollens fetch 
higher prices than coloured and wo- 
men’s ready-made coats in black sell 
better than the average medium- 
weight coat. Men’s hatters, too, are 
still waging their losing battle to put 
a felt hat on every fashionable head. 
A few newly-arrived Italian and Eng- 
lish felt hats (some in rather startling 
colours, including a blatant sulphur 
yellow and a slightly subdued magenta) 
have been seen on the streets, but as 
a rule both the taipan and his clerk 
prefer to go bare-headed in the balmy 


breezes. It’s a good wind that blows 
nobody ill. 


Trade with Swatow 


Trade with Swatow is strictly con- 
trolled by the new Chinese authorities: 
the import of cosmetics and other 
luxuries is either prohibited or such 
a high rate of duty is levied, i.e., 120%, 
that they are not worth importing; ciga- 
rettes are also prohibited though not 
tobacco, the intention being the en- 
couragement of the local brand of 
cigarette, which unfortunately is not 
yet of a very high standard; importers 
of industrial machinery, particularly 
printing machines, are encouraged by 
a reduction in duty; and text books, 
maps, newspapers, etc., are allowed in 
duty free. The customs’ regulations 
issued by the previous government are 
still enforced on the whole, and where 
no customs bureau has yet been estab- 
lished the military control council is 
the responsible body for levying duty. 

So far as exports are concerned, 
gold, silver, rice, lead, and war essen- 
tials in general come on the prohibited 
list; exports under control are tung- 
sten (wolfram), tungoil (wood oil), 
bristles, leather and buffalo hide. 


Parcels by Train 

Considerable interest has been creat- 
ed by the arrival in Canton of a train- 
load of 120 ordinary parcels, 90 tons 


January 26 


of cotton piece goods from Nanchang, 
cattle and animal stock from Chuchow 
and 11 carloads of insured parcels from. 
Shanghai. This opens up the prospect. 
that it may some day again be found 
possible to despatch parcels through 
the post office by rail to Shanghai and 
elsewhere in China. Since the re- 
sumption of traffic by the Canton- 
Hankow railway increasingly large: 
quantities 
patched by it. From Canton to Shang- 
hai the freight mileage is now reckon- 
ed at 113,725 freight kilometres. 

As regards the Kowloon-Canton 
Railway, the through connection which. 
had been restored was again cut last. 
week, as following the bombing of 
Canton by the Kuomintang, the freight 
service from that city was suspended 
by the Communist authorities. Goods 
consequently again piled up at the 
border and a considerable quantity 
which was stored in the open at Shum- 
chun on the Chinese side of the border 
was damaged by the recent rain. 


World Production of Tin 


Statistics recently published by the 
International Tin Study Group at The 
Hague indicate that the world’s tin 
mnies yielded a total of 13,400 long 
tons in October — some 200 tons above 
the previous month’s figure. Malaya’s. 
output rose from 4,667 tons in Septem- 
ber to 4,950 in October, Indonesian 
production rose slightly, while Bolivia's 
dropped from 2,690 to 2,191. (Pre- 
liminary statistics for November show 
that Bolivian output has more than re- 
covered, exports for the month being 
3,643 tons.) 

Tin metal production throughout the 
world totalled 14,200 tons in October 
—the same figure as in September— 
but exports rose substantially, from 
7,000 to 9,200 tons. Total stocks (ex- 
clusive of the strategic stockpile in the 


U.S.) were estimated at 128,400 tons 


of tin and tin concentrates as of the 
beginning of September. October’s 


total tin plate output was estimated at. 


172,000 tons, or less than half of nor- 
mal, the drop being attributed to the 
U.S. steel strike, which caused Ameri- 
can tinplate production to fall from 
352,220 tons in September’ to 71,693 
tons in October. World consumption 
was 10,400 tons in September; no 


figures are as yet available for October. 


China’s Tobacco Supply | 
The 1949 flue-cured tobacco crop i 
China Prover is estimated at 50 percent. 
of last year’s record 270,000,000 pounds. 
This in combination with reduced stocks 
of other leaf will provide less leaf than 
needed, even at present low rates of 
cigarette output. Taiwan production is 
placed at about 24,000,000 pounds, en- 
ough to meet the island’s requirements 
for 1% years. Little is known about. 
the situation in Manchuria, but it is 
believed that the supply of cigarette- 
type tobacco is not enough for require- 

ments. | 
Monthly cigarette output is Shanghai 
now approximates 3,000,000,000 units, 
about half the record 1947-48 average 
and about one-third of capacity. This 
slump is attributed to dislocated mar- 
kets, reduced purchasing power, high 


of freight are being des-— | 


| 
| 
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transportation charges, regional’ bans 


_ on imports, and, above all, to the com- 


‘petition of small operators in the in- 
‘terior. | 

Before the Communists took over, 
Shanghai produced about 80 percent of 
the machine-made cigarettes turned 
out in all China. But during the past 
‘several years hand rollers of cigarettes 
-have appeared in all interior points and 
now are prospering. These operators 
‘use small rolling machines, powered 
‘manually or by engine, and produce 
cigarettes in paper packages of 50 with 
a minimum of materials. Their manu- 
facturing technique has‘ been much 
improved to imitate many popular 
Shanghai brands. Interior markets 
have been (flooded, and these hand 
rollers are gaining a foothold in Tien- 
tsin and threatening to invade the 
Nanking-Shanghai area. The press 
reports the hand-rolled production in 
Honan alone aggregates 1,500,000,000 
units monthly. 

Hand rollers recently were given the 
‘benefit of a tax differential, the ad 
‘valorem rate on machine-made ciga- 
rettes having been set at 100 percent 
and that on the hand-rolled product at 
only 80 percent. This differential may 
have been adopted to encourage 
factories to move to the interior. In any 
event it will greatly benefit small in- 
terior operators who already have cost 
cand sales advantages. 

It was reported that no tobacco had 
been imported from the political 
change-over in May up to mid-October 
and that the re-opening of the import 
trade was not in sight. 


* 


HONGKONG INDUSTRIAL 
CHEMICALS MARKET 


During the last two weeks prices of 
most chemicals declined again; in many 
cases dealers are stuck with plenty of 
cargo which they have purchased from 
importers at higher prices than prevail 
at present. Because of this situation it 
happens frequently that smaller dealers 
do not take up goods when they arrive 
in Hongkong particularly in such in- 
stances when the margin money paid 
by them to unwary importers was very 
small or nominal only. The majority 
of locally trade chemicals is now down 
to and even below the indent level. 

Until Chinese New Year (Feb. 17) 
there cannot be expected an improve- 
ment in this situation as native dealers 
will not increase, before the arrival and 
‘successful bridging of this important 
financial settlement day, their already 
swollen inventories. Tight money is 
now more embarrassing than ever and 
there is no prospect for an easing of 
the money position here. Most mer- 
chants in the import business are 
heavily indebted to the banks and also 
private money lenders who, as a rule, 
charge anything from 1% to 24%% per 
month. 

The China trade picture is brighten- 
ing but as yet no real improvement is 
noticed. The confounded KMT block- 
ade of Shanghai has caused losses 
among local merchants and is otherwise 
slowing up trade to a considerable ex- 
tent. The reopening of direct Hongkong 


(via Canton)—Shanghai rail communi- 
cations comes as a great relief but the 
through-traffic is slow moving—from 4 
to 6 days—and the volume of cargo 
which can be accommodated on the 
trains is limited. Tientsin bound ships 
are of course loading whatever their 
holds can take but these ships are far 
too few and their sailings not frequent 
enough to supply China customers both 
in North China and in Shanghai. How- 
ever goods are moving out of Hongkong 
and the general expectation of China 
traders is that before long there will 
be a more regular stream of exports to 
China. The breaking or discontinuation 
of the Shanghai naval and air blockade 
will eventually bring about the desired 
effect of large and profitable Hongkong- 
China trade in chemicals as well as in 
any other commodity. 


Caustic soda solid. Market steady 
for USA origin 700 lb drums but down- 
ward for Crescent brand 300 kg drums. 
The caustic soda market in US being 
weak, local sales will not show im- 
proved prices in future, notwithstand- 
ing its present price being unprofitable 
for importers. USA origin 700 lb drums 


firstly sold $150 per drum, and then up 


to $157, and around this figure many 
transactions were recorded. Crescent 
brand 300 kg drums firstly sold $180 
per drum and then at $172. Crescent 
brand 50 kg drums sold from $31 to $32 
per drum. Due to the sea blockade of 
Shanghai merchants transport goods by 
the reopened Canton-Shanghai Rail- 
way. Sodium sulphide solid. Market 
went up about ten percent with firmer 
tendency now. ICI Chinchin brand 5 
cwt drums sold from $515 per long ton 
to $545, and English origin Double Key 
brand 6 cwt drums is about $540 per 
long ton. Rather big business was re- 
corded. Although the present price is 
approximate to importers’ indent price, 
yet dealers have lost a lot of money by 
way of payment of landing charges, 
storage etc. Red amorphous phosphorus. 
Supply is still short, market firm. 
Canadian Maple Leaf brand 110 cases 
now are supplied in two packings, 
namely, the golden lithographed tins, 
and the plain tins. As the latter has 
just now come on the market, it sold 
about ten dollars cheaper per case than 
the former although the quality is ex- 
actly the same. The plain tins sold from 
$390 per case to $410, and the golden 
lithographed tins from $410 to $430. 
Lately the Japanese origin of the same 
packing KDK brand sold $315 per case 
only. Japanese origin is of 98% purity 
only. | 

. Phosphorus sesquisulphide. It is used 
in match manufacture and _ possesses 
the same function as red amorphous. 
As its price is cheaper, some manufac- 
turers prefer it. USA origin 100 lb 
drums sold $350 per drum. Silver 
nitrate. It is used for mirror making 
or electroplating. The English origin 
Scale brand 1 lb bottles sold $53 per 
bottle. Bleaching powder 35%. The 
market came down after large cargo 
arrivals. ICI Red Heart brand 50 kg 
drums sold $40 and $38 per drum for 
small business, and afterwards down to 
$31 for larger quantity. Bleaching 
powder 70%. USA origin 130 lb drums 


from  Tientsin. 


sold from $1.65 down to $1.57 per Ib 
then back to $1.63, and now is $1.75. 
Rather big business recorded. Acetic 
anhydride. It is generally used as sol- 
vent for extracting opium from poppy 
in the interior of China. USA origin 
450 lb or 480 lb drums sold at $1.25 
per lb. Phenol. Over hundred drums 
were sold. Market dull. Australian 
Origin 448 lb drums sold around $1.08 
and $1.07 per lb. Paraffin wax. Fully 
refined grade AMP 143/150 nine slabs 
to one carton sold from $70 down to 
$68 per picul and now is back to $72, 
whilst the AMP 160/165 of the same 
packing is at $85 per picul. Yellow 
slack wax 560 lb drums was sold at $51 
per picul. Lithopone. Dutch origin 50 
kg paper bags sold 44 cts. per lb. Ger- 
man origin. 1 cwt wooden barrels sold 
42 cts. per lb. Sulphur powder. USA 
origin Triangle brand 100 lb paper bags 
sold $22 per picul and then up to $23. 
Over 1000 tons new shipment arrived. 
Sulphur lump. USA origin 100 kg 
gunny bags sold $20.50 per picul. 


Zinc chloride. As fresh shipments 
arrived, no interest exists. Price of 
Belgian origin 1 cwt drums dropped to 
$1500 per long ton. As indent price is 
about $1150, there is a further decline 
possible. Extract of mimosa. Elephant 
brand 1 cwt bags of double bags may 
be sold $55 per bag. Little interest 
Sodium bicarbonate. 
Stock declines prices advance. ICI 
Crescent brand 100 kg bags if available 
may be sold $49 per bag. Forward sale 
due Hongkong at the end of January 
sold at $40.50 per bag. Crescent brand 
of 50 kg bags sold at $23 per bag. The 
50 kg bags are cheaper than 100 kg 
bags, however, as the former are not 
so popular as the latter, dealers always 
sold 100 kg bags at a premium. Caustic 
soda flake. No business was recorded. 
USA origin 400 lb drums was about 30 
cts. per lb. Vaseline. Light amber 375 
lb drums without export permit sold 
at 39 cts. per lb. Show white grade 
400 lb drums sold around 51.5 cts. per 
lb without export permit. In the com- 
ing few weeks there will be a prosper- 
ous period for vaseline. Persia gum. 
This gum is chiefly used for making a 
substitute for opium. Prewar_ there 
were rather big quantities shipped to 
Tsamkong (Kwangchow-wan) an opium 
transportation centre. During the War 
it once cost 1 lb Persia gum 15 lbs rice 
but now it sold $85 per picul only. 
Small business was done in the past’ 
two weeks. Stearine. Market declined. 
More shipments arrived. Australian 
origin single pressed 140 lb bags sold 
98 cts. per lb. Bone black. It is used 
as a decolorising agent mostly in sugar 
industry for absorbing the celour of 
brown sugar. Some business was done 
in Japanese origin 130 lb cases at 40 cts. 
per lb and in USA origin 40 lb bags 
at 55 cts. per Ib. 7 


Mercury. Canton buyers show inter- 
est as it is easy to smuggle. ICI 76 lb 
iron bottles sold at $690 per picul. 
Formalin. Export demand’ but only 
one or two buyers. English origin 4% 
ewt iron drums sold 35 cts. per lb. The 
dealers have suffered losses. Soda ash. 
Market weak. USA origin natural 
grade dense quality 100 lb paper bags 


I 
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is about $14.50 per bag. Sulphur black. 
National’s No. 693 100 catty drums 
asked $280 per picul without buyers, 
afterwards Tientsin buyers bought a lot 
at $300. to 320 per picul, then the mar- 
ket became active. Lately there is 
some interest for the larger packing, 
200 catty drums, as it is cheaper at $285 
per picul only. Congo red. National's 
No. 210 sold $820 per picul. This is a 
direct colour. Niagara blue. National’s 
No. 140 sold $850 per picul. It is a 
direct colour too. DNCB. At the mo- 
ment this intermediate has come down 
to the edge of indent price. ICI 280 kg 
drums sold $1.15 per lb, whilst USA 
Monsanto 600 lb drums sold _ $1.22. 
Glycerine. Dutch origin BP quality 
250 kg drums sold $1.56 per lb for 

small lots. Paraffin oil. The so called 
* cosmetic grade of 51 gallon drums sold 
$235 per drum. Calcium’ carbonate. 
Stock is short. The Japanese origin 50 
kg bags precipitated grade was sold a 
few tons as high as $580 per metric ton. 
Citric acid. English origin 1 cwt drums 
crystal form is now about $1.65 per lb. 
Although price has been down, yet no 
interest is shown. Tannic acid. A small 
shipment was made to Tientsin. English 
origin 1.5 cwt barrels sold $1.50 per lb 
only. Bronze powder. Only a few 


cases of each item were sold. USA 


origin 100 lb cases pale gold grade sold 


at $4.30 per lb, whereas Japanese ori-: 


gin 100 lb cases rich gold grade at $3.85. 
Oxalic acid. Dutch origin 700 lb wooden 
barrels crystal form sold $1.30 per lb. 
Only small business was_ concluded. 
Ammonium chloride. As new shipments 
consecutively arrived, there are almost 
only offers on the market and no in- 
quiries. ICI 1.5 cwt bags is now $560 
per long ton. MBT. English Monsanto 
224 1b metal drums sold $1.65 per lb 
for scores of drums. Calcium chloride. 
USA origin 700 lb drums sold from 
$158 per drum to $156. After these 
few lots were sold fresh demand rose 
and stock holder asked $200 but no 
transaction was recorded. Potassium 
chloride. Market quiet only with some 
small business. USA origin 110 lb 
metal drums sold a few lots at 69% cts. 
per lb. Stock holders who are not in 
-need of money will not sell at this 
figure as they would lose too much. 
Titanium dioxide. This pigment is used 
in paint industry. USA origin 50 lb 
paper bags was sold $2.15 per Ib. 
Borax. The granular form of USA 
origin 100 lb paper bags sold $18.50 per 
bag. Market dull. Nitric acid. Local 
make but packed in USA in 57 lb car- 
boys was sold 60 cts. per lb. Its quality 
is of course inferior to genuine Ameri- 
can goods. Sodium bichromate. Aus- 
tralian origin 560 lb drums may be 


available at 60 cts. per lb. Dealers are 
losing money. 


HONGKONG COMMODITY 
MARKETS 


Cotton Piece Goods 


Very few transactions took place on 
the cotton piece goods market during 
the week, and what there were showed 
a continued trend towards lower prices. 
In view of Japanese direct exports to 
Africa, Indonesia and India, the absence 
of buyers from these countries caused 


no surprise. A further damper on sales 
is the continued flow of piece goods 
from Shanghai to Canton by rail, and 
as these are free from duty Hongkong 
is unable to compete against them with 
importations from abroad. The only 
quality that seemed to have an appeal 
was pongee shirting Tai Ming brand, but 
as stocks were low the price remained 
steady at $70.50 per piece. Prices dur- 
ing the week were: Grey Sheetings, 
Always Satisfy and Fancy Butterfly $47 
per piece respectively as against the 
earlier price of $47.50; Black cloth, 
Golden Cup $50 as against $51 per 
piece; White Cloth, Hsun Liang Yu 
(Lady on Horseback) $44.80 compared 
with $45 per piece. m9, | 

Cotton Yarn 


Since the lifting of the restriction on 
the sale of Indian cotton yarn in the 
Hongkong market, local mills are turn- 
ing to it in preference to other importa- 
tions on account of its lower price. 
Buyers from China were also active 
during the week, and prices. showed a 
tendency to rise: in 10 counts, Camel 
fetched $785 per bale, Charkha sold at 
$635, and Red Double Lion at $785 per 


bale; in 20’s Alligator on Horse sold 


at $935 per bale, Blue Phoenix at $1300, 
Charkha at $930, Cocatoo at $975, Girl 
with Vessel $925, Golden Cow $955, 
Lake $1250 per bale. ae | 


Raw Cotton 


Imports of raw cotton from Pakistan 
continue to suffer under the high price 
imposed by the non-devaluation of the 
Pakistani rupee which has handicapped 
it in competition with other raw cotton 
such as that from the USA. Local 
importers consider that in view of 
Hongkong’s importance to Pakistan as 
an importer of raw cotton, the rupee 
will have to be devalued, and are con- 
sequently holding back from making 
large purchases in the hope that this 
will eventuate. From May 1 to Nov- 
ember 30, 1949, the amount of raw 
cotton imported from Pakistan was 
117,799 piculs value at $26,476,582. 
Exports of raw cotton from Hongkong 


to North China and elsewhere in the 


same period amounted to 130,018 piculs 
valued at $30,265,617. Prices during the 
week remained steady: Pakistan NT 
roller gin sold at $2.05 and $2.02 per lb., 
LSS roller gin at $2, 4F roller gin sold 
at $1.97 & $1.94 and 289F at $2.06 per lb. 
A shipment from the USA was offered 
for forward delivery for 1” type at 
$2.15 per lb. The new indent prices 
for raw cotton from Pakistan are higher 
than the local selling price: 4F roller 
gin was quoted at 2/%d. per lb. c.if. 
Hongkong or HK$2.016, NT roller gin 
at 2/5%4d. or $2.033 per lb., LSS roller 
gin at 2/6%4d. or about $2.057, and 
after the addition of expenses upon 
arrival these prices are unprofitable. 
Silk 


The local raw silk market was fairly 
active for a change during the week, 
although Japanese raw silk, which was 
in demand by buyers from Europe and 
India, was short as a result of supplies 
going direct to the USA, added to the 
difficulty of obtaining exchange. The 
price of Japanese “A” quality raw silk 
on the local market is $3,000 per picul; 


Shanghai raw silk 20/22 denier ‘C” 


sold at $2,350 per picul and “D” at. 


$2,260 per picul; Korean raw silk “A” 
fetched $2,250 per picul, “C” sold at. 
$2,200 and “E” at $2,100 per picul. 


Stocks of Chungking raw silk are now 


down to 10 bales; the price quoted by 
dealers was $2,250 but counteroffers. 
were made of $2,050, with no sales tak-- 
ing place. 

Stocks of Chungking silk waste are- 


-also very low, but the first quantity to- 


be sent from Chungking since its oc- 
cupation by the Communists is on the: 
way by rail via Hankow: first quality, 
being practically out of stock, was. 
quoted at $600 per picul, while second: 
and third qualities sold at $500 and. 
$450 respectively; Kwangtung _ silk. 
waste was in demand and fetched $610 
per picul. 

Artificial silk was also very active on. 
the local market: the indent c.i.f. price 
for Japanese Tenkyo 120 was quoted at. 
$4.50 per lb., Italian 120 No. 3 was. 
offered at $3.50 per lb., British 120 at. 
$4.20 per lb., while Swiss 120 sold at. 
the high price of $5 per Ib. , 


Metals 


A shipload of 100 tons of mild steet 
plates arrived in the Colony last week- 
Local purchases were light, and some 
bargaining with Chinese Government 
agents took place, although the latter 
had recently bought up Hongkong’s: 
available supplies and purchased for- 
ward deliveries as well in preparation: 
for an assault on Hainan Island. Prices. 
of most categories declined: opening: 
and closing prices for 4 x 8’, per picul, 
were: 1/32” $82 and $78, 1/16” $68 and 
$60, 3/32” $62 and $57, %” and %” 
both $54; enroute 4x 16’ %” was: 
steady at $52. The market for cor- 
rugated steel bars was weakened by: 
rumours that the authorities in Taiwan: 


had banned the importation of this: 


commodity. Closing prices for the 40’ 
specification, per picul, were: %4” $40, 
5/16” $39, 36” $38, $37, 
$38, and 1” and 1%” $40. With demand 
out-running supply, there were also: 
advances in some specifications of mild 
steel bars; closing prices per picul for 
the 40’ round bar being: %4”, 5/16”, , 
and 1%” all $38; 34” and %” $37; %” 
and %” $39: and 1” and 1%” $40. The 
price for galvanised mild steel sheets, 
thin quality, 3’ x 6 Japanese origin, 
remained steady at $6.95 per piece, due 
to limited spot stocks. With a new: 
shipload expected shortly, buyers show-- 


ed little interest early in the week, but: | 


the price for the G30 3’ x 7’ specifica-. 
tion, Japanese origin, rose from $8 to: 
$8.30, while the Belgian 3’ x 7’ im-. 
proved less notably from $8.20 to $8.30.. 
Continued demand for and few arriv- 
als of, stainless steel, caused an upward: 
tendency in the market for this com-- 
modity. The 3 x 10’ G18 specification: 


sold for $3.80 per lb., G20-22 at $4.70, 


G24 at $5.20 and G26 at $5.50 per Ib.. 
Steel shaft prices for 20—22” per picuk 
were: $49 for the %”—1” specification;: 
$50 for the 1%”; and $48 for the 1%4—- 
3” specifications. Price improvements 
were expected in view of demands from: 
Siam and Tientsin; on one day last 
week North China buyers took more 
than 20 tons of 2%” to 3” at a high 
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price. The local market for zine sheets 
was weak, since torch manufacturers’ 
needs were met through their own in- 
dents, but the re-export market was 
active, with heavy purchases by Can- 
tonese buyers. Polish origin 3’ x 8’, 
G5, G6, G7 and G8 rose to $118, $113, 
$123 and $123 per picul respectively, 
with forward G5 and G6 at $126 and 
Belgian G5 at $120 per picul. Chinese 
Government agents made such exten- 
sive purchases of galvanised wire that 
Hongkong began to feel a_ shortage. 
Canton buyers were also in the market, 
and fresh arrivals are not expected in 
the near future, so that the price of 
several specifications rose. Closing 
prices per picul were: G6, G7 and G8 
$58; G10 $56; G12 $52; G13 $51; G14 
and G15 $53; G16 $64; G17 $57; G18 
$68; G20 $77; G22 $72; and G24 $88. 
Repeated purchases by Tientsin buyers 
improved the price of wire rods; local 
stocks were too light and specifications 
too irregular to satisfy their demands 
fully; local iron nail factories were also 
in the market: 1 q. rods of European 
origin, 3/16” and 7/32”, were selling at 
$42 per picul and the 4” specification 
at $40; all specifications with re-export 
permit sold for $42 per picul. Stocks 
of aluminium ingot were low because 
of demands from Taiwan, the continued 
short supply of tin ingot from Australia 
and insufficient quantities being ordered 
from the U.S. Standard quality (U.S.) 
sold for $185 per picul, local quality 
for $130, and local triangular quality 
(produced from Singapore aluminium 
sheet scrap) 95% booked cargo for $128, 
while used aluminium sheets 85% went 
for $85. Recent arrivals and weak 
‘demand have kept down the price of 
British rolled brass sheets lately. Prices 
at the beginning of the week were low, 
those of the 12” specification being as 
follows (per picul): G5 and G6 $250; 
G8 and G9 $200; G10 and Gil $190; 
G12 $195. There was, however, a con- 
siderable recovery, the week’s closing 
prices being $270, $270, $205, $205, $190, 
$195 and $210 respectively. Keen buy- 
ers from North China have improved 
the price of brass rods. Stocks are re- 
ported limited and indent prices for 
future supplies havg gone up, so that 
local dealers are able to demand a 
higher price for their stocks on hand. 
It is believed that the upward trend 
will be maintained for some time to 
come. The week’s closing prices for 
brass rods of British origin, per picul, 
were: 3/16” $200; %4” $190; 3%” $180; 
%e”—1” $170; 1” upward (almost un- 
obtainable) $165. Forward prices per 
Ib. were: 1” and 5/16” $1.14; %” up- 
wards $1.06. 


Paper 
Large orders for Newsprint are ex- 


pected shortly from the Canton author-— 


ities, for the printing of books and 
documents, and Cantonese importers 
are studying the conditions under which 
import licenses will be given. News- 
print in sheets 50 lbs., 31 x 43” was 
offered during the week at $23.50 per 
ream, Russian 45 lbs. 30% x 4234” 
fetched $17.50 per ream; newsprint in 
roll 52 gr. 31” rose to 38% cents per lb. 
and 40 cents per lb.; coloured newsprint 


at $660 per picul as 


34 x 36” stood at $16.50 per ream and 
38 Ibs. at $17. | 

In order to meet the requirements of 
cigarette factories in Canton as well as 
in Central China, buyers of Cigarette 
Paper were actively in the market: 
Ecusta brand 29 mm 6,000 m sold at 
$23.40 per bobbin, Rene Bollore at 
$17.50, Centennial brand at $15.50 Ele- 
anes brand at $16.50, Smoking Tiger 
at $22. 


Cement 


Shipments of cement, purchased from 
Japan when stocks were low. with 
special Government allocations of ex- 
change, have been constantly arriving, 
with the result that stocks are now 
heavy and prices are showing a down- 
ward tendency: Japanese 100 lb. bags 
dropped to $6 per bag with forward 
delivery c.if. at $102 per ton; Taiwan 1 


cwt. bags sold forward at $6.60 per bag;°: 


Indochina Dragon brand sold at $6.60 
per 1 cwt. bag and $6 per 94 lb. bag, 
and forward at $128 per ton; Bate 
brand (Danish) white cement sold at 
the increased rate of $15 per 1 cwt. 
bag; Tientsin Horse brand, being short 
of stock, fetched a higher price of $6.70 
per 1 cwt. bag; Polish cement stood at 
$6.80 per 1 cwt. bag. Green Island 
rapid hardening cement was offered at 
the official price of $7.80 per 112 lb. 
bag, and Emerald brand at $6.80 per 
112 lb. bag; Green Island cement in 94 
lb. bags stood at the usual price of 
$5.90 per bag; Snowcrete imported 
British white cement stood at $55 per 
drum of 375 lbs. nett; Snowcem cement 


paint was offered at the usual price of 


$58 per 112 lbs. nett steel drum ex- 
godown; Blue Circle brand (British) 
sold on the open market at $6.80 per 
1 cwt. bag and at $120 per ton ex- 
godown., 


Dyestuffs 


Like many another market, that for 
dyestuffs is marking time for the pre- 
sent, and showed little activity during 
the week except for some purchases by 
Cantonese buyers. Prices showed a 
tendency to decline: USA Methyl 
Violet Crystals with heavy stocks sold 
compared with 
previous sales at $1,000, Malachite 
Green Crystals dropped by $100 per 
picul to $1,400, USA Direct Blue 140 
was sold at $860 per picul, a fall of 
$190. Sulphur Black on the other hand 
rose in price, R conc. 693 (Nacco) sell- 
ing at $330 as against $300 for new 
stock while old stock fetched $320 per 
picul. 


Rubber Tyres 

Buyers from North and _ Central 
China were actively in the market for 
rubber tyres, the prices of which rose 
in response to the demand and also as 
a result of lower stocks. 
for Michelin rubber tyres have advised 
dealers of an increase in the price of 
the 34 x 7 tyre to $300, the price of the 
32 x 6, however, remained unchanged. 
British. Goodyear tyres 34 x 7 sold at 
$261, Canadian Goodyear 32 x 6 were 
offered at $240, Dunlop, British, 32 x 6 
were at $230 and the USA at $200, 
British Firestone 32 x 6 stood at $220 


Local agents 


and the USA at $190, Japanese Bridge- 
stone 32 x 6 were offered at $145 and 
Yokohama 32 x 6 stood at $200. 


Smoked Rubber Sheets 


The smoked rubber sheet market 
continued to be inactive, with a few 
transactions by Central China buyers, 
whose supplies are now being despatch— 
ed. by the Canton-Hankow railway to 
Hankow and thence by ship to Shang- 
hai in preference to the former route 
by sea to Tientsin and on by rail. 
Buyers on the whole would not accept. 
the prices asked by sellers. The price 
in Singapore is higher than those ruling 
in Hongkong: In Singapore No. 1 was 
quoted at $$0.5012 per lb. or equal to 
HK$132 per picul, No. 2 at $0.4963, No. 
3 at $0.4875, No. 4 at $0.4725 and No. 5 


‘at $0.44375 per lb.; the prices in Hong- 


kong during the week were: No. 1 For- 
eign $125 per picul, No. 2 $121, No. 3 
$118 and No. 4 $114; towards the close 
No. 3 was. offered at $117 per picul, 
but buyers counteroffered at $113 an 

no transactions took place. 


Gunny Bags 


The gunny bag market was fairly 
quiet on the whole, although buyers. 
from North China were negotiating for 
supplies. The spot price of Heavy Cees 
29 x 43 x 2% lbs. 2” green (new) after 
falling to $2.83 each closed at $2.86; old 
first quality Heavy Cees sold at $2.45 
and second quality at $2.05 each; old 
bags (plain) 40 x 28 2%” first quality 
sold for $2 each while second quality 
remained at $1.70. 


Vegetable Oils & China Produce 
During the week tungoil (woodoil) 
remained steady, in spite of lower 
stocks caused by the refusal of the 
Canton authorities to issue export. 
licences. Towards the close of the 
market, however, considerable activity 
was shown by North China merchants, 
who were purchasing supplies to take 
the place of certain shipments from. 
Tsingtao, which were found to be below 
the standard of the samples submitted 
originally by agents of the North China ™ 
authorities and which had already been. 
sold forward to local exporters. Sales. 
of tungoil were at $213 per picul, a 
considerable rise against the earlier 
price of $199. Teaseed oil was dull, 
with few transactions, prices being ~ 
$168 for 5% acid 1 q., a drop against 
the earlier price of $182, and $190 for 
4% acid 1 q. Rapeseed oil was offered: 
at $100 but with little interest shown. 
Tientsin first quality groundnut oil is: 
practically unobtainable at present in. 
Hongkong, owing to restrictions placed. 
on its export by the Tientsin author- 
ities; a few sales were made at $138: 
per picul. A shipment of 4,000 tins of 
Thailand Deer Brand “A” groundnut 
oil was promptly sold at $149 per picul, 
the price falling later to $146; Bombay 
first quality was offered at $155 per 
picul, stocks being very low; 
supplies from both Bombay and Thai-. 
land are expected before the China: 
New Year season is over. Foreign ex- 
change controls in Swatow are handi- 
capping the regular supply of Cuptze 


groundnut oil, but a few arrivals sold 


fresh: . 
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at $173 per picul compared with the 


‘previous price of $168. Suitung, Kwang- 
tung, groundnut oil in drums sold at 
the higher price of $155 per picul. 
Aniseed oil, standard quality, was offer- 
ed at $1,100 per picul as against the 
earlier rate of $1,060. 


The market in’ gallnuts dull. 
Szechuen gallnuts were offered at $115 
and later at $112 per picul, but without 
buyers, and sales were effected at one 
week forward for $111.50; Hankow 
gallnuts sold at $110 per picul; Korean 
gallnuts were offered at $97 per picul, 
although sales were made at $95 per 
picul. Heavy stocks of China rosin pre- 
vented any rise in price although. Indo-- 
china buyers were making substantial 
purchases: sales were made at $44 per 
picul. Nanning, Kwangsi, aniseed star 
improved in price to $90 per picul. 


Hopes are expressed that India may 
soon lift the ban on imports of cassia 
into India which was imposed in Octo- 
ber last year to permit of heavy stocks 
being liquidated. The closing of this 
market, which has always been an 
important one, has pressed heavily 
upon Hongkong exporters, especially as 
the demand from Great Britain and 
Europe has fallen off considerably; the 
unstable conditions in China, limiting 
the provision of regular supplies, has 
added to the difficulties by increasing 
the prices at source. As a result of the 
high price charged locally for cassia oil, 
i.e., $1,700 per picul, US makers find it 
more profitable to import Saigon cassia 
rolis, broken, and to manufacture the 
oil themselves; ready stock locally in 
sufficient quantities, however, was hard 
to find although it was quoted on the 
market at $46 per picul. Yunnan cassia 
rolls, unscraped, were also in demand 
for America, being quoted at US 15% 
cents per lb. c. & f. New York; expor- 
ters who were seeking supplies, refused 
to buy when the price rose to $100 per 


with 


picul. Cassia lignea remained steady, 
regular supplies arriving from 
Lukpo, Kwangsi; the price quoted was 
$56 per picul for the 60-catty packing 
and $58 for the 84-catty although sales 
were made at $58 and $60 respectively. 


O res 


Demands from the US for’ tungsten 
(wolfram) ore caused a certain amount 
of activity on the market which would 
have been greater had it not been for 
light: local stocks and the uncertainty 
of obtaining further supplies. The price 
of China 65 deg. rose to $265 per picul 
and of 80% of 65 deg. to $212, while 
South Korean standard quality was 
offered at $265 per picul. | 


The price of tin ingots remained 
steady, Hoyuen, Kwangsi, 99% being 
offered at $570 per picul and Yunnan 
99% at $565, and Marked Banker, 
Singapore, 99.75% standing at $600 per 
picul. China tin 60% stood at $375, 
50% for soldering was offered at $320 
and 40% for soldering at $275 per picul. 


Beans 


Despite huge purchases by Singapore 
buyers (who were interested chiefly in 
Dairen soya beans, 1 and-2 q., but also 


bought large stocks of Kalgan green 


beans and Tientsin soya and black 
beans), and large sales of Tientsin and 
Dairen. soya beans at $53 per picul (1 
q., new crop.) to Taiwan as well as 
Singapore buyers, local stocks were so 
heavy that prices in general remained 
at or below last week’s closing figure. 
For example, Tientsin 1 q. small red 
beans and Dairen 1 q. soya beans, both 
stood at $55; Haiphong white string 
beans sold at $72, and beancakes at 
$39.50. Shanghai 1 q. and Tientsin 2 
q. black beans dropped from $88 to $85 
and $45.50 to $43 respectively, while 
pay 2 q. soya beans fell from $51.50 


For Trustee 


Australian eggs made their first 
appearance in the Hongkong market 
this week with an initial shipment of 
184 cases of 360 pieces each. The ship- 
ment was sold at once, type No. 16 A 
fetching $74 per case while No. 14 B 
went for $70 per-case. A shipment of 
1,350 packages of Korean eggs fetched 
$42 per package of 300. The resump- 
tion of traffic on the Canton-Hankow 
Railway failed to bring the large sup- 
plies of Hunan and Kwangtung eggs 
which had been expected, because the 
transportation charges are too high—as 
much as $2.80 per 100 being charged 
for eggs which sell at $16 per 100. 


High prices also have reduced supplies 


from North China. Representative 


prices in the local market last week 


were: Chicken eggs, Tsingtao 560 and 
650 packing, $88 and $97 respectively; 


Swatow and Kaptze 1 q., both $14 per 


hundred; Duck eggs, per hundred 1 q., 
Sanmei, $15; Swatow, $15.50; Chuchow, 
$13.20; and Shekki, $19; Canton 1 q. 
preserved eggs, $25; and Haihow 1 q. 
salted eggs, $21.50. 


Wheat Flour 


The wheat flour market was inactive. 
There were a few substantial purchases 
of U.S.A. White Greens and Australian 
AWB brands by Sumatran buyers, and 
a considerable quantity of Australian 
wheat flour was sold to a Singapore 
buyer. But stocks remained substantial 
and heavy arrivals are expected from 


Hunan via Canton and from Australia, 


so that little improvement is expected. 
Prices of most brands remained at last 
week’s level, e.g., Flying Arrow, $20 
per 50-lb. bag; Battleship (U.S.A.), 
$19.50; Delta’s Queen, $17.20; Eagle 
(Canada), $17.50; Leopard, $16; Warrior 
(U.S.A.), $19.50; Parachute and Sea 
Gull, both $16.50; Kwan Tao, $18; for- 
ward sales of Five Swallows and White 
Greens (Australia), both $18.20. 


Business 


of Every 


Description 
HONGKONG & SHANGHAI BANK, HONGKONG CTRUSTEE) LTD. 


THE TRUSTEE COMPANY OF THE HONGKONG & SHANGHAI BANKING CORPORATION 


HONG KONG 


CF 
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HONGKONG IMPORTS OF COTTON PIECE GOODS 


EXPORTS OF COTTON & RAYON PIECE GOODS . 
FROM HONGKONG 


Monthly Monthly 

Average Average October November _ Monthly Monthly | 
1947 1948 1949 1949 Cotton PieceGoods Average Average October November 

— 1947 1948 1949 1949 
Yds. Yds. Yds. Yds. : 

United Kingdom 631,684 485,027 906,941 963,304 Yds. Yds. Yds. Yds. 
Australia ...... 206 — — — United Kingdom 313 1,718 40,025 — 
6,669 139,665 2,175,735 917,360 533 251,506 193,442 297,203 - 
Br. N. Bornea 1 2,975 — — RR ok see's 152 10,757 42,816 2,192 
89,175 4,932 461,924 834,134 2,521 24,474 — — 
North China .. 1,409,452 3,195,171 6,395,920 1,217,80 Maigya 6055s. 4,337,173 3,340,813 1,052,533 1,327,129: 
Middle _,, 693 1,169 New Zealand .. 458 4,000 8,000. 
South LAs — — Br. EB. Africa .. 63,582 403,277 2,000 2,000. 
Central Americ 2,188 — —-- — Br. W. Africa .. 7,358 41,129 7,940 — 

87 2,500 — — Br, S. Africa .. 2,926 96,645 2,700 9,400: 
67,068 17,188 41,779 Br. N. Borneo . 114,002 102,655 34,420 99,310: 
11,563 55,318 598,390 390,310 Br. W. Indies .. 413,754 1,500 
585,202 1,136,178 80,200 58,530 18,316 714,365 — — 
Philippines 9,777 27 79,000 248,200 British Common- : 

ee ae 143,011 67,643 744,147 446,464 wealth of Na- 

Cemaca......... 639 1,129 — 2,523 - tions, Other . 183,780 293,759 23,129 13,157 
Korea, South... , — 667 Afghanistan ... — 13,900 —- 
Belgium ...... 5,269 2,392 2,458 2,783 China, North .. 2,140 4,156 22,696 6,112. 
Germany ...... — 22,065 — die » Middle . 9,543 9,867 180,317 1,023,025 
4,213 7,747 58,909 106,214 5,298 905 1,190,773 1,290,433. 
6,199 57,802 11,985 103,117 Central America 586 286 — — 
Switzerland ... 667 5,096 — 1,178 — — — 
Portugal: ...... 190 Denmark ..... — 16,810 — 8,000) 

Hungary ...... 360 13,433 185,979 — — 
Czechoslovakia — 4,008 7,977 30,894 Fr. Indochina . 483 13,757 47,200 — 

Note :—The unit of measurement is piece lengths in yards, since no 100,696 
- data are available on widths to enable measurement to be JaPaN......... se 67 300 3,200) 
made in square yards. Widths vary from 54 inches to 27 inches. Korea, North ..) — — 
: Korea, South ..) 3,799 16,516 200,522 40,010 
HONGKONG IMPORTS OF COTTON YARN 24,443 226,429 1,233,921 2,102,815. 
Neth. E. Indies 929,379 643,231 134,927 113,128. . 
Monthly Monthly Norway ....... 35,633 
Average Average October November _..... 10,900 141.072 
1947 1948 1949 1949 Pakistan ...... ao is 44.900 1,596,740: 
Philippines )... 141,586 1,286,991 328,852 260,200. 
Ibs. Ibs. Ibs. lbs. Port E. Afri 28°07 98549 
United Kingdom = 38,257 329,121 427,383 524,646 
1,202,267 2,150,326 164,010 19,870) 
— — 1,030,400 2,051,100 S 
China, North .. 227,633 1,209,581 1,025,361 922,957 Sveden ....... 

666,667 333,333 7,281,106 11,025,049 4,954,923 8,240,079 
U.S. AL ww... 1,309 553 — 23,091 GOODS ... 45,874 322,846 423,294 678,365 
2,514 558,788 — 80,000 RAYON MIX- 

TURES PIECE 
990,263 2,520,010 2,483,881 4,081,218 GOODS 605 18.663 54,105 78,268 


PPR PPP PP PPP PPP PPP 


H.K. IMPORTS OF RAYON & RAYON MIXTURES 


Monthly Monthly 
Average Average 


Note:—The unit of measurement is piece lengths in yards, since no. 
data are available on widths to enable measurement to be. 
made in square yards. Widths vary from 54 inches to 27 inches.. 


October November 


1947 1948 1949 1949 Monthly 
Yds. Yds. Yds. Yds. Average Average October November 
United Kingdom 7,494 38,539 72,474 95,650 1947 1948 1949 1949 
ustralia — 50 — — 
Yds. Yds. Yds. 
Canada ...... 1,378 513 22.868 247,286 182,008 78,494 
Malaya 377 39,439 125,989 Madan 2] 260. 
9,038 3,095 98,228 97,443 
Of Philippines ... 7,800 20,761 17,593 19,830 
tions, Other . 169 pei 417 
ermany .... — 981 631 Total 149,621 477,674 1,574,085 1,398.31 
Holland ...... 208 2,004 14,926 490 
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ECONOMIC TRENDS IN SOUTH KOREA 


‘BANKING 

Deposits and Loans:—The 
balances in various banks at the end 
of July stood at 47.7 billion won, an 
increase of 3.7 billion won over the 
previous balances. Loan 


balances amounted to 42.1 billion won 


or 6.1 billion won more than balances 
at the end of the’ previous month. 
While these figures reflect sharp sea- 
sonal increases in the demand for 
money, the continued upward trend of 
the deposits may be traced to the 
national savings movement started in 
July. The need is being keenly felt for 
financial organisations to absorb money 
and control its release in order to meet 
increasing demands for money in the 
immediate future. 

Currency Circulation:—Banks regis- 
tered an increase Of more than 6.1 bil- 
lion won in loans over the amount 
granted in the previous month, and 
could meet new demands for money 
with existing deposits (the increase 
in deposits during the month totaled 
3.7 billion won). An additional note 
issue amounting to 4.6 billion won was 
needed, however, to provide for the 
agricultural fund of 1.8 billion won and 
to cover the deficit in the Treasury 
account of 2.7 billion won. The average 
currency circulation in July reached 
43.2 billion won, which was 3.7 billion 
won more than the previous month’s 
average. The increased currency cir- 
culation was one of the main fac- 
tors accounting for the sharp rise in 
commodity prices from 1,190 (100 — 
August, 1945) in June to 1,330 in July. 
For this reason, the national savings 
drive had to be intensified. 


GOVERNMENT. FINANCE 
- The financial trend in August was 


caffected by the fact that most of the 


new taxation and other temporary 
financial bills that had been passed 


‘by the National Assembly during the 


previous month were promulgated 


during August, either as Presidential 


decrees or laws. The decree concerning 


the enforcement of the income tax law 


was promulgated as Presidential Decree 


‘No. 155: the temporary measure con- 


cerning provincial taxes became Law 
No. 52; the temporary taxation mea- 
sure, Law No. 43; the welfare lottery 


-act, Law No 45; the welfare lottery 


special account act, Law No. 46; and 
the business tax act, Law No. 48. 


Decree concerning Enforcement. of 
Income Tax: — This decree stipulates 


‘mainly those matters in . the income 
‘tax law which were to be made final 


by Presidential decree. Consisting of 
eight chapters and 83 articles, the 
decree is designed to meet the need 


for industrial rehabilitation.. Whereas 
‘the new income tax law, in Article 8, 
‘stipulates that regulations will provide 


for reduction and exemption of taxes 
on enterprises of national consequence, 


‘the present decree stipulates (as fol- 
lows) those regulations: 


Important enterprises eligible for 


exemption or reduction of taxes on the 
proceeds for three years from the first 
or second year, are as follows: 


(1) Enterprises free of taxes: Mining 


‘and refining of gold, silver, copper, 


lead, zinc, iron and other metallic ores 
and coal; mining of gold and iron dust. 

(2). Enterprises to be 50% exempt: 
Mining of black lead, tungsten, fluid 
lead, manganese, alabaster, sponge, 
fluor-spar and other minerals; manu- 
facture of light metals and _ synthetic 
oil; oil refining; manufacturing of iron, 
copper, cement, carbide, synthetic fer- 
tilizer, absolute alcohol, dyes, plate 
glass and other important machinery. 

(3) Enterprises to be a_ third 
exempt: Mining of bismuth, sulphuric 
iron, nickel, cobalt, chrome, phosphate, 
boric, diatom earth, diatom sand, mica, 
magnesia and other minerals. 

‘Such protective tax measures for 
important industries are the first of 
those types to be taken in Korea 
and the government deserves special 
credit for sponsoring. 


Welfare Lottery and Welfare Lottery 


Special Account Acts:—As is expressly 
stated in Article 1, Item 1, the govern- 
ment has decided to issue _ lottery 
itckets as an emergency measure de- 
signed to relieve displaced persons. 
Section, 2, Article 1 of the act states 
that those who draw prizes will be 
given government bonds. This may 


prove useful in absorbing part of the 


idle capital. Article 3 says that no issue 
of lottery tickets shall exceed 500 
million won, while Articles 4 and 5 
state that welfare tickets will 5e sold 
at par value and that prizes in each 
issue will amount to 20 to 30% of the 
total value of the issue. The Welfare 
Lottery Special Account Act provides 
that revenue will consist of proceeds 
from the lottery tickets’ sale while ex- 
penditures will include outlay for prizes, 
working expenses and expenses for 
the relief of persons affected by natural 
and other disasters. 


Other Taxation Measures:—In view 


of the fact that there are a number of 
Other taxation measures and amend- 
ments that have not yet been passed 
by the National Assembly, the Gov- 
ernment has decided to enforce various 
taxation measures (other than the In- 
come Tax and the Business Tax Laws) 
in their original forms. For this purpose 
the Government has promulgated the 
temporary taxation act and the tem- 
porary provincial taxation act as laws 
so as to smoothen out prosecution. of 
the national policy. The temporary 
taxation measure provide that the 
past registration tax with its value will 
be increased 1,000%. 

Trend of Treasury Money in July:— 
Treasury revenue reached billion 
won while Treasury deposits totaled 
15,880 million won, including 3,260 mil- 
lion won of deposited loans. The Trea- 
sury on the other hand borrowed 13,050 
million won from the Bank of Korea. 
The deficit thus totaled 2,170 million 
won. 


COMMODITY PRICES 


Wholesale commodity prices in Seoul 


during August increased 10.4% over 
the previous month’s, Fertilizers were 
up 66.6%, textiles 22.0%, textile 
materials 16.8%, meat, eggs and fish 
11.3%, grains 7.3%, building materials 
4.6%, sundry goods 2.3% and fuel 
1.1%. 

Retail prices in Seoul during August 
rose 0.25% over the previous month’s. 
Clothes rose conspicuously. Fine white 
cloths and flannel which cost 900 won 
per yard at the beginning of the month 
rose to 1,200 won and 1,450 won at the 
end of the month. Cotton cloth cost 
620 won per yard at the beginning 
of the month, but increased to 750 won 
at the end of the month. Foodstuffs 
rose 1.3% during the month. Grains, 


with the exception of sesame, declined © 


as a whole. The, rice price, which 
started to decline dt the beginning of 
July, continued its downward trend 
throughout August. Early in the month, 
20 litres of rice cost 2,400 won but 
2,000 won as of the end of the month. 
Among different kinds of fuel, charcoal 
and petroleum rose, Sundry goods fell 
4.7%. 
INDUSTRY 
Management of Vested Enterprises:— 
In the past, operation of vested enter- 
prises had been undertaken by the man- 
ager or director. The government de- 
cided on July 25 to adopt the lease 
contract system in operating medium 
in small vested enterprises, while other 
enterprises will be managed by the 
State or public organisations. The action 
was calculated to break the deadlock 
in the operation of vested enterprises 


and reorganise such enterprises. 


Government Control of Woollen Tex- 
tile Plants:—The production of woollen 
textiles depends entirely upon imported 
raw materials, since the country pro- 
duces little materials of the sort. The 
Commence and Industry Ministry, in 
pursuance of an active policy to unify 
operation of various mills in the coun- 
try, finally has transferred to the cen- 
tral Government the control of the 
Chosun Mulsan Company and the Cho- 
sun Sinhung Spinning and Weaving 
Company of Masan, the Taeyang Spin- 
ning and Weaving Company of Taegu, 
and the Oriental Textile Company of 
Kaesung, all of which in the past have 
been controlled by provincial govern- 
ments. 

Increases in Power Rates:—The gov- 
ernment had tried: so far as possible to 
block increases in power rates for fear 
of their possibly far-reaching’ effects 
upon the living conditions of the people 
and the industrial circles. However, as 
a result of the increases in coal prices, 


general commodity prices and labour. 


wages, the expenses for power produc- 
tion have sharply increased. On June 
10, all power plants, except the power 
barges at Pusan and Inchon and small 
local generators, were put under the 
co-ordinated management of the Korea 
Electric Power Company. At the same 
time, the charge for the power supplied 
by the power generation company to 
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‘the power supply company was in- 


¢<reased from 2 won per kilowatt hour 
to 5 won. Consequently, the power 
rates for the ordinary consumer have 
been increased as from June 1. The 
wates for motor power were 
increased by 4 to 5 times but the rates 


for household use were unchanged. The 


rates for power used in farming have 
been set at 80% of those for industrial 
“use, 
Production of Cement:—The only 
cement manufacturing plant in South 
Korea, which is located at Samchuk, 
‘closed in January, produced 50,000 bags 
in February, closed in March, produced 
87,480 bags in April, 134,500 bags in 
-May, 15,000 bags in June and 107,640 
‘bags in July. The frequent closure and 


_ fluctuations in the production were due 


‘to the dislocation of equipment and 
‘searcity of power supply. In order to 
promote production of cement, it is 
mecessary to repair thoroughly the 
equipment of the existing plant and, at 
‘the same time, to step up the building 
‘of the projected Taehan Cement Com- 
pany plant. 


JMINING 


The Korean Coal Company Act:— 
“The Commerce and Industry Ministry 
“early in August completed a legislative 
bill providing for the creation of the 
“Taehan Coal Company. its purpose is 
to eliminate possibly bad _ effects of 
‘direct control of important coal mines 
by the Ministry and to effect unified 
‘development of vested mines. The bill 
thas been referred to the Office of 
Legislation. According to the plan, the 
projected company will be capitalised at 
10 billion won and will be authorised 
‘to issue debentures up to twice the 
paid-up capital, if necessary for the 
‘operation of the organisation. 

Financing of Various Mines:—As a 
result of the increases in coal prices, 
medium and small private mines are 
facing serious financing difficulties. The 
Ministry of Commerce and Industry, in 
an effort to help them out of such 
difficulties, is approaching other gov- 
‘ernment agencies concerned with a plan 
to pay 350 million won in advance for 
‘70,000 tons of coal that are expected to 
reach the Seoul district in about 5 
months, According to the plan, the 
coal produced by medium and small 
mines will be shipped to the pitch coal 
plant at Yongdongpo and the miners will 
be given money up to 80% of the fixed 
‘coal price. The money will be defrayed 
out of the sale of coal produced by 
government-managed mines which is 
to be paid for in advance. 

. Coal Production:—During July, the 
‘coal mines at Samchuk, Hwasun, Un- 
sung, Munkyung, Tanyang, 
and Hambaek produced a total of 81,- 
262 tons, representing a decrease of 
‘15,795 tons compared with the 97,057 
‘tons produced in the previous month. 
Due to the shortage of carbide, the 
‘Samchuk Mine produced 35,901 tons 
‘compared with 50,027 tons in the pre- 
vious month. The production by the 


Hwasun Mine fell from 15,042 tons in 


June to 10,117 tons in July. 


Yungwol 


system of joint sale. 


AGRICULTURE 


Land Reform:—It is a matter of 
nationwide concern that the projected 
land reform has not yet been put into 
effect. Five months already have 
elapsed since the Land Reform Act was 
passed by the National Assembly. A 
Survey of the actual conditions of 
farmers, as a preliminary to enforce- 
ment of the Land Reform <Act’s pro- 
visions, was started on July 25. Land- 
owners showed an attitude of non- 
co-operation in some parts of the coun- 


try, but the survey already has been 


90% completed, with only troubled dis- 
tricts unsurveyed. Provincial govern- 
ments now are compiling the results of 
the inquiries, which will be submitted 
to the central government soon. As 
soon as the survey has been completed, 
detailed plans for the reform will he 
worked out. While the administrative 
preparations for enforcing the reform 
are proceeding smoothly, the financial 
preparations for the project are making 
slow progress. The Agriculture and 
Forestry Ministry has earmarked 1,970 


‘million won to finance the land reform 


plan and referred the budget to the 
Budget Bureau, 
sessment of the budget. The - Budget 
Bureau has cut the budget to 660 
million won. It will be submitted to the 
National Assembly after the State 
Council has approved it. If it is passed 
by the special session of the National As- 
sembly it may be expected that the plan 
will go into effect by the end of this year. 


Free Purchase of Summer Grains:— 
As of August 30, the government pur- 
chase of summer grains amounted to 
658,193 suk 94% of the original goal. 
The purchase in North Chyungchung, 
South Chyungchung, Kangwon and 
South Kyongsang Provinces exceeded 
their respective goals. The worst re- 
sults (63% of the goal) were register- 
ed in North Cholla Province, 

Raw Cotton Purchasing Plan:—The 
raw cotton production plan for this 
year, forming part of the 3-year agri- 
cultural production increase program, 
provides for 181,650 chungbo of land to 
be cultivated and a crop of 156,219,000 


-keun to be harvested. The plan re- 


presents an increase of 23,000 chungbo 
in area and 68,266,00 keun in crop 
as compared with averages for the past 
three years. The cotton cultivation this 
year has made smooth progress and the 
production goal is believed to have 
been reached. In view of the fact that 
the textile industry depends mostly on 
foreign cotton, the Agriculture and 
Forestry Ministry is planning to curtail 
the dependence on foreign supplies to 
the minimum and has imposed on 
various provinces quotas totaling 3 
million keun, which will be collected by 
The State 
Council on August 9 approved the plan 
to finance the projected joint sale to 
the extent of 1,929 million won. The 
joint selling price for this year has been 
increased by about 80% over the pre- 
vious year’s. Second grade cotton will 
cost 52 won per keun; 40 yards of 
cotton cloth will be given as incentive 


which finished as- 


goods for every 100 keun of the first 
and second grades, or every 150 keun 
of the third grade. The government will 
need to supply 265,000 rolls of cotton 
cloth as incentive goods if its objective 
is to be attained. Last year the dis- 
tribution of incentive goods was not 
smooth and the results of the joint sale 
were not good, | 
Purchasing of Rice:—There are daif- 
ferent views as to how’ the purchase 
program for autumn grains will be 
conducted this year. There are indica- 
tions that the government authorities 
have decided tentatively to purchase 
from the free market (as in the sum- 
mer grains program) sufficient quan- 
tities of autumn grains to supply 
prioriy ration and stockpling require- 
ments. A joint conference of repre- 
sentatives of the Agriculture and 
Forestry Ministry, the Finance Minis- 
try and the Planning Office was held 


on August 17 and a basic plan for rice 


purchasing was worked out. The plan 
was submitted to the State Council cn 
August 22 and its main features were 
approved. The contents of the plan have 
not yet been made known. It is under- 
stood that the authorities concerned 
have taken into consideration, in work- 
ing out this year’s plan, the mistakes 


in last year’s plan as well as the effec- 


tiveness of methods adopted in pur- 
chasing summer grains this year. 
FISHERY 

The catch of fish during July in- 
creased considerably over the previous 
month’s, but due to the scarcity of salt 
and ineffective distribution, the fishing 
industry failed to produce satisfactory 


results. 

Commission Sales by Major Associations 

in July:— 

Associations Quantities Value 
Kunsan Fishery 150,578 kwan 66,895,060 won 
Mokpo 954,070 kg 23,528,424 
Pusan 484,851 kwan 143,215,407 
Towing-net 90,350 41,213,510 
N. Kyongsang 1,405,712 _,, 83,567,733 


The exact number of fishing boats in 
South Korea is not known, but it is 
estimatet at 38,000 or so. The greater 
part of them are small boats of less 
than 20 to 30 tons. Since the last 
period of the Japanese rule, they 
have undergone no repairs and the 
number of boats that can be used is 
very few. The fishery aothorities have 
set up a plan to build and import 252 
fishing boats at an estimated cost of 
2,736 million won to be realised from 
the sale of ECA supplies. Recently, 
1,500 tons of imber imported through 
ECA have been allocated through the 
Fishery Bureau to be used in repairing 
and building fishing boats. Under the 
present conditions of shipping boats, 
howveer, these supplies are not expect- 
ed to be sufficient in rebuilding the 
Korean fishing fleet. ; 

Expors of marine products occupy 
80% of the total exports of Korea and 
are destined tc play an outstanding role 
in’ the acquisition of foreign exchanges. 
Among such marine products, laver, 
sparts and dried shrimps are to be 
exported almost entirely to Japan. The 
Japanese, however, are trying to effect 
self-supply of marine products and 
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there will be increasing difficulties in 
the export of Korean marine products 
to Japan in the future]. The fishery au- 
thorities and the business circles con- 
cerned are now obliged to cultivate new 
markets in the South. Samples of 
Korean aquatic products have been 
shipped to Hongkong while the gov- 
ernment is planning to send inquiry 
missions to various parts of the South 
to study the possibilities of opening 
new markets for Korea’s staple  pro- 
ducts. 


FOREIGN TRADE | 

Interim Korean-Japanese Trade Con- 
fer€nce:—The Korean-Japanese trace 
agreement signed in mid-April, sub- 
sequently has run into various difficul- 
ties in the way of its implementation. 
With a veiw to finding a fundamental 
solution to the question, a conference 
was scheduled to be held in Seoul on 
September 5 but was postponed to the 
end of September or the first week in 
October. The agenda of the conference 
includes free trips of tades to Japan, 
direct business transactions, checking 
of goods and determination of prices. 

Korean Trading Company, Ltd.:—As 
the Korean-Japanese interim trade con- 
ference is getting under way, the re- 
gulations governing the exportation of 
Korean goods to Japan soon will be 
promulgated as a presidential decree. 
Striking progress is expected to be 
made in the Korean-Japanese trade in 
the future. The Korean Trading Com- 
pany, Ltd. has been inaugurated as the 
government agency to handle Korean 
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exports to Japan. Private trade with 
Japan also is expected to make smooth 
progress from now on, 

Export Promotion Committee:—ECA 
aid to Korea and development of pri- 


vate trade through the promotion of 


the export trade are the most important 
methods of accelerating Korea’s ceono- 
mic rehabilitation, The Emergency Ex- 
port Promotion Committee has been 
appointed for the purpose of develop- 
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sisting of the representatives of the 

government and private agents, the 
committee is charged with the task of 

financing trade, facilitating  travek 
abroad, compensating for exports and. 

and cultivating overseas mar- 
ets. 


Trade Mission to the South:—The 
Export Promotion Committee is plan- 
ning to send a_ trade mission to the 


South to investigate possible new mar= 
kets for Korean goods in that area. 
The mission will invlude one represen- 
tative each from the Korean Trade As-. 
sociation, the Trade Bureau, the Fishery 
Bureau and other government and pri- 
vate agencies. 


WASSIAMULL ASSOMULL & CO. 
Established 1864 
Cables ‘“Wassiamull”’ 
11 Duddell Street 
Hong Kong 


ing Korea’s export trade as much as. 
much as possible in face of the great 
turning point in world economy in- 
volving the stagnant international 
trade, the British Poond crisis, and the 
American economic recession. Con- 


3 Exporters of:- | 
All Hongkong manufactured goods and China Products 


Importers of:- 
Raw Cotton, Cotton Yarn, Cotton and Rayon Piece Goods and Gunny Bags 
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Karachi, Bombay, Calcutta, Colombo, Singapore, Penang, Djakarta, 
Sourabaya, Hongkong, Manila, Tokyo, Milan, Italy, London and New York 
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FRED LENWAY INC. 


112 Market Street, __ 
San Francisco 11, California, U.S.A. 


Cables: “LENWAY” San Francisco 
Telephone: Douglas 2-8560 


IMPORTERS 
Tin ingots, all grades 
Tin concentrates | 
Wolfram and Scheelite concentrates 
Tinny-Tungsten concentrates and residues 
Bismuth metal and concentrates 
Molybdenum ore and concentrates 
Lead, Copper, Zinc and all non-ferrous 

metals, minerals, ores and residues 
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MANILA. Wednesday & Saturday $300 : All other natural products 
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“ed $ Pharmaceuticals Gypsum (cargo lots) 
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~ Wheelock Marden & Company, Limited 


218/9 Queen’s Building, Hong Kong 


FINANCE 
SHIPPING 
SHIPBUILDING 
SALVAGE 


REAL ESTATE | 
MERCHANDISING 
| INSURANCE | 
WAREHOUSING 
SCRAP METALS 


HONG KONG @ LONDON © JAPAN @ SHANGHAI 


GILMAN & COMPANY, 


MERCHANTS, 
SHIPPING INSURANCE 
LLOYDS AGENTS 


ESTABLISHED 1841 


HEAD OFFICE | | CABLES: 
4A DES VOEUX ROAD, CENTRAL, GILMAN 
HONG KONG. HONG KONG 


George Fics and Company (Hong Kong) Limited 


Established 1855 


DIAMOND, PEARL AND PRECIOUS STONE MERCHANTS 
GOLDSMITHS SILVERSMITHS JEWELLERS 
Exporters of 

Clocks and Watches RUBIES, SAPPHIRES, ZIRCONS, JADES, IVORY AND CURIOS 

Instruments 
Agents | 
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BRANCHES & AGENCIES 
France: : Bordeaux, Marseilles 
Great Britain: London 
Indo-China: Battambang, Cantho, Dalat, ‘ihtsiaies 
Hanoi, Hue, Nam-Dinh* Pnom-Penh, — 
Saigon, Tourane, Vinh* 
China: Canton, Hankeou, Kunming, Peiping, 
Shanghai, Tientsin, Tsamkong. 
Arabia: Djeddah, Dharan-Damman 
French Somaliland: Djibouti 
Ethiopia: Addis-Abeba, Dire-Daoua 
French India: Pondichery 
Singapore 
Siam: Bangkok 
Japan: Tokyo | 
New Caledonia: Noumea 
Tahiti: Papeete 
New Hebrides: _—Port-Vila 
U.S.A. San Francisco 


HONGKONG AGENCY 
§, Queen’s Road, Central. 


(*Offices not yet re-opened) 


@ IMPERMO > 


the economical cement water- 
proofing compound of the 
highest efficiency. Stocks 
newly arrived! 


@ SNOWCEM 


available in 8 most attractive 
colours. A waterproofing 
cement paint that protects and 
preserves, bringing light to 
any building! 


@ COLORCRETE 
AND SNOWCRETE 


all the properties of cement— 
with pigmentation to the 
colour -you want! 
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GENERAL MANAGERS :— | 


THE INDO-CHINA STEAM NAVIGATION co., LTD. 


Offering 
Freight & Passenger Services throughout the Far East 


AUSTRALIA CHINA LINE LIMITED. 


Regular Services between Australia & the Orient 
AGENTS:— 
GLEN CO, LTD. THE PACIF Ic TRANSPORT LINES, INC. 
MESSRS. FURNESS, WITHY & CO., LTD. 


THE ROYAL MAIL LINES, LTD. THE UNION-CASTLE MAIL S.S. CO. LTD. 


GENERAL AGENTS:— 
British Overseas Airways Corporation = - Hongkong Airways, Ltd. 
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ROYAL INT 


Regular freight- and passenger services : 


¢ 
= 
ARGENTINA ? LI Atlantic Coast Ports of Vo 
AUSTRALIA the United States 
ARRIVALS FROM LANTIC 
HONGKONG “AMERICAN REPORTER”... Feb. 25 
JAPAN $ SAILINGS TO MANILA 4 
? ‘‘AMERICAN REPORTER (Fusan Yokohama) Feb. 26 
MAURITIUS “PIONEER LAKE” (Keelung Yokohama)... Mar. 13. 4 
| PHILIPT INES “PIONEER WAVE?” (Via Yokohama) ... 
SAILINGS TO ATLANTIC 
URUGUAY ; Via JAPAN & PANAMA CANAL ; 
“PIONEER MAIL” Arrives Jan. 31 Sails Feb. 2 
| : | AMERICAN REPORTER ,, Mar. 22 ,, Mar. 24 Q 
FAR EAST—EUROPE V.V. “PIONEER LAKE” 
sShipmen es 1Ca, 
— UNITED STATES LINES 
HONGKONG : SHANGHAI: Queen’s Bldg. COMPANY Tel.2 8196 
KING’S BUILDING, 133 SZECHUEN ROAD C., | | | 
TEL, 28015-28016-28017 TEL. 16247 | 


EROCEAN LINES 


PIO 


NEER LINE 


to and from |. 


FAST REGULAR SERVICE 


from 


PHILIPPINE ISLANDS, HONGKONG, 


KEELUNG, SHANGHAI & JAPAN 
TO 


SAN FRANCISCO, LOS ANGELES, NEW YORK, 
BOSTON. PHILADELPHIA. BALTIMORE 
Accepting transhipment cargo for Caribbean and Gulf Ports 


Special Calls can be arranged 
if sufficient inducement 


Vessels fitted with strong rooms, silk 
rooms & space for refrigerated cargo 


=~ 


FAR EAST AGENTS:— 


Special tanks of all sizes for carriage of oil in bulk 
Next Hongkong Sailing : Sally Maersk - Feb. 12 


Jebsen & Co., Hongkong, Shanghai, Tientsin,. Canton. 
Cia Gral: de Tabacosde Filipinas, Philippine Is, 
The Borneo Co., Ltd. Straits Settlements. 

Tait & Co., Ltd., Keelung and Takao. 

Maersk Line Ltd., Yokohama, Kobe. 


General Agents in U.S.A.: Moller Steamship Co. Inc., 30 Broad St., New York 
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